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HERE'S A WIDE OPEN MARKET! 





% of homes 


having 








ELECTRIC VACUUM 
IRONS TOASTERS CLEANERS 


95% 55.5% 48.4% 


AND EVERY SILEX placed on your line 
ADDS 87 KWH 10 YOUR LOAD 


Here is load-building opportunity! Trade 
magazine surveys indicate a 23% gain in glass 
coffee maker purchases for 1941! 

And every SILEX user plugs it in two, three or 
more times EVERY DAY! A SILEX placed on your 
line adds 87 KWH to your load ... more than any 
other electric appliance except a roaster! 

1941 is a load-building year... a SILEX 
year! Display Genuine SILEX ... feature SILEX 
in your promotions ... watch your load climb! 


THE SILEX COMPANY Dept.U3 Hartrorp, CONN. 
Creators of the Glass Coffee Maker Industry 


“TRADE MARK REG. 


Push <M XM and watch your load climb 
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tractive folders on this 
gulator will be fur- 
hed free, at your re- 
st, for distribution to 
ur trade. Write for 
alog and price list on 
rber Burner Units for 

Appliances, Conver- 
Burners for Furnaces 
f Boilers, and Regu- 
ors. 


E BARBER GAS 


Many 
Gas 


Companies 
Endorse 


BARBER 
REGULATORS 


£. a control device so vital to 
safety and fuel economy as a pres- 


sure regulator, the public service utility is not willing to 
recommend anything but the best. We feel that the wide 
approval given to Barber Regulators by gas companies 
everywhere is a true measure of their reliability. 


Of thoroughly tested design and construction, Barber 
Regulators are built with all bronze bodies, brass operating 
parts, phosphor bronze springs, special non-deteriorating 
diaphragms. They are responsive to 3/10 pressure variation 
and will give long and continuous service. Barber’s long 
record of reliability protects your interests, and eliminates 
many customer complaints and service calls. Play safe with 
Barber Regulators! 


BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


REGULATORS 


ber Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 
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DAVEY TREE TRIMMING SERVICE 


1846 1923 





JOHN DAVEY 


Founder of Tree Surgery 


New Tree Growth Coming 


@ Check Present Clearance 


























aR 8 e Anticipate New Growth 
@ Call a Davey Representative 
449 @ Trim Promptly 
450 
45] Always use dependable Davey Service 
462 DAVEY TREE EXPERT CO. KENT, OHIO The AMERICAN 
473 APPRAISAL Compan 
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512 cet : @ Whatever the demands of the gas in- 


dustry may be, Connelly is equipped to 
meet them. With our new laboratory for 


































6 scientific testing of purification materials and greatly increased 
10 facilities for the production of Iron Sponge, Governors, Reg- 
12 ulators, Back Pressure Valves and other equipment for gas 
36 purification and control, Connelly is at your service, ready for 
58 any emergency. 
Under the able management of Mr. A. L. Smyly, pioneer in 
gas purification and pressure regulation, this organization 
has ‘continued its leadership in the field, and the fact that 
Connelly products are standard in hundreds of the leading 
a. gas plants of the country is indicative of tthe service rendered. 
MD. 
D.C, 
lied 
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TS recent defeat of a public ownership 
proposal in Spokane, Washington, lends 
fresh color to the claim that “home rule” senti- 
ment with respect to public power is growing 
in leaps and bounds in the Columbia river 
basin. In this area where Uncle Sam is spend- 
ing more money than in any place else, with 
the possible exception of the Tennessee val- 
ley, the citizens are said to be in revolt against 
dictation from Washington, D. C. 


In the case of the Spokane election, the re- 
sentment could only have been voiced against 
the rather indirect pressure of pro-public 
power officials of the Federal government to 
have Spokane adopt that policy. But in other 
sections of Washington and Oregon, where 
public ownership has already been adopted as 
a local policy, we see unmistakable evidence 
of gathering suspicion of centralized control 
in Washington, D. C., over Columbia valley 
public power affairs. Here it is not a case of 
Public versus Private Ownership, but of Fed- 
eral Control of Public Ownership versus 
Home Rule Control. 


THERE is a lot to be said on both sides of 





LAWRENCE B, JACK 


Until tax exemptions are removed entirely, 
public and private ownership comparisons will 
be unsatisfactory. 


(SEE Pace 462) 
APR. 10, 1941 
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FREDERICK S, BLACH 


Does the Federal government want partner- 
ship or dictatorship in the control of public 
power policies? 


(SEE Pace 451) 


the latter controversy. But one thing is cer- 
tain, and that is that the Federal government’s 
own record is far from consistent. In some 
cases it has retained absolute Federal control 
and in other cases it has yielded to home rule 
control, and in still other cases it has approxi- 
mately split the difference. In this issue, 
FrepertcK S. BLacH has analyzed the prob- 
lem of home rule with respect to public power 
operations in the light of experience in for- 
eign countries. 


Born in Germany, Mr. Biacu was educated 
in the study of law, philosophy, and economics 
at the universities of Berlin, Wiirzburg, and 
Greifswald. After the last World War (in 
which he was wounded in action) Mr. BLacu 
became an active executive in public utility 
management during the years of the German 
Republic. He was chief executive of one of the 
largest German public utilities for fifteen years. 
Apart from numerous other activities with 
leading European associations for industry 
in general, as well as for public utilities, he 
was a member of the chamber of commerce 
of Berlin for the private electric, gas, and water 
companies, and chairman of its regional plan- 
ning committee. He has written for many 
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RILEY STEAM GENERATING UNIT 


87.3%, EFFICIENCY 


with complete satisfaction 
from this Riley Boiler installation 















































wrtner- 
public 
is cer- 
ment’s 
some 
‘ontrol 
e rule 
proxi- 
issue, : 
prob- ' 
power , : : 
1 for- Union Public Service Company 
Canby, Minn. 
icated 
jomics 75,000 Ibs./hr. Riley "RP" Boiler Unit fired 
, and with Riley Pulverizers and Burners 500 
iw Ibs. pressure—825°F steam temperature 
utility 
2rman , 
“| RILEY STOKER CORPORATION 
years. 
with : 
lustry WORCESTER, MASS. 
es, he BOSTON NEWYORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT SEATTLE 
merce ST.LOUIS CINCINNATI HOUSTON CHICAGO ST.PAUL KANSASCITY LOSANGELES ATLANTA 
. COMPLETE STEAM GENERATING UNITS 
plan- BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FUBNAOES 


many PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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technical and business publications, including 
Survey Graphic, an American contemporary. 
He has studied the utilities of other countries, 
especially those in Great Britain. Mr. BLacH 
took up his residence in the United States 
in 1937. 

we 


ing truth of the old adage that a prophet 
is not without honor except in his own 
country is reflected in the article on Canadian 
utility tax exemption in this issue (page 462) 
by a Canadian author, LAwreNcE B. JAck. 
In this country we frequently hear about the 
Tennessee Valley Authority not paying taxes, 
or at least not paying enough taxes. But in 
Canada, or more particularly in Ontario, where 
the publicly owned power commission does not 
pay any taxes at all, the tax contribution 
made by the TVA seems very commendable 
by comparison. 


PRIVATE utility executives in the United 
States may not think TVA is carrying enough 
of a load even under the terms of the Norris- 
Sparkman Act, but Dr. Jack seems to think 
that it is an excellent idea that we Americans 
have been able to have our TVA pay anything 
at all in the way of taxes. 


THE author, who is at present an investment 
economist for the Sun Life Assurance Com- 
pany of Canada, was educated at the Uni- 
versity of British Columbia (B. A. in eco- 
nomics), University of California (M. A. in 
economics), Oxford University, Rhodes 
scholarship (B. A. in law), and McGill Uni- 
versity (Ph. D.). Following this extensive 
education in two continents and three coun- 
tries, Dr. JAcK began his business career as a 
research assistant with the Bank of Canada. 
He has also done some work as a member of 
the economic research staff of the Royal Com- 
mission on Dominion-Provincial Relations. 


¥ 


N interesting example of how employees 

of a public ‘utility company can participate 
actively and directly in a national defense 
manetver is described in the concluding arti- 
cle in this issue (page 473) by CHarLeEs F. 
BERRY. 


Mr. Berry was born in Boston and grad- 
uated from Harvard. Since then he has 
been in the newspaper business in California 
in varying capacities of news photo service, 
free lance writing, and publicity. He lives 
on a hilltop overlooking the writers’ colony 
of Mill Valley and San Francisco bay. He is 
a regular contributor to popular science and 
business magazines. 


¥ 


os enactment of the lend-lease bill has 
apparently removed the official gag from 
frank discussion of material shortages which 
sooner or later are going to affect public utility 
industries. Recognition of the fact that “busi- 
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CHARLES F, BERRY 


Utility personnel can codperate actively and 
effectively with national defense. 


(SEE Pace 473) 


ness as usual” is out of the window should 
bring us to a more realistic appraisal of where 
utilities stand with respect to priorities on 
strategic metals such as aluminum, tungsten, 
magnesium, nickel, and other materials which 
have not yet reached the critical stage but may 
soon do so. 


SoME consolation may be gained from the 
fact that necessity can not only be the mother 
of invention but the grandmother of some 
very thriving and profitable industries. The 
shortage of dyestuffs during the first World 
War resulted in the establishment of the 
American dye industry which Germany was 
unable to displace after the war was over. 
And so it may be with other substitute ma- 
terials that may come along. During the 
months to come we may actually grow to like 
our plastic automobile bodies, soy bean tele- 
phone casings, and ersatz wire insulation. 


WE hope to give you a more detailed pic- 
ture of the interesting changes which may take 
place along these lines in the utility industry in 
our forthcoming issues. 


y 
ppt decisions preprinted from Public 
Utilities Reports may be found in the back 


of this number. 


THE next number of this magazine will be 
out April 24th. 


Ar Cotitilllins 
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HERE’S ONE WAY TO... 
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AILURE to produce letters, orders, requisitions, contracts on the exact 

day they are wanted frequently leads to serious consequences. The 
embarrassment frequently leads to the file department. Avoid the risk 
by using Remington Rand Follow-Up Folders. 

Remington Rand Follow-Up Folders have a visible margin 
filing edge protected by a tube of transparent cellu- 
loid through which a date scale shows. A 
brightly colored signal over the ‘due 
date” flashes the date when it’s time 
to “‘deliver the goods!’’ |t can't be 
forgotten! 


FREE CATALOG 


Write or phone today for your free copy of 
“THE OFFICE MANUAL OF BETTER FILING 
Supp.ies.”” A full chapter, completely illus- 
trated, shows the methods hundreds of con- 
cerns have adopted to accurately control 
filing functions. 










Remington Rand Inc. 


BUFFALO, NEW YORK 
BRANCHES IN ALL PRINCIPAL CITIES 
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Another Example of VULCAN 
VERSATILITY 


in Soot Blower Design 





Vulcan unit makes notable 

4 year record in latest design, 
twin farnace Foster Wheeler 
steam generator installation 

at Oil City, Pa., station of the 
Keystone Public Service Company, 
operating on fuel relatively high 


in ash having a low fusion point. 



















































7Vulcan unit in twin-furnace Foster Wheeler steam 
“Ygenerator completes 4 years’ service with NO TROUBLE 
JAND NO MAINTENANCE. 

...This despite unusual problems presented by 
novel boiler and furnace design. 

...As the drawing shows it was impracticable to 
install soot blowers from the front of the boiler as the 
furnace construction precluded installation of con- 
ventional type of elements and bearings to provide 
hecessary protection and support. 

+ ...Hence, entry was made at the back necessitating 
“) carrying the elements a distance of about 26 ft., through 
the economizer and boiler tube banks to the super- 
heater. 

> ... Passage through high temperature, intermediate 
temperature and relatively low temperature zones, 
‘J plus the factor of exceptional length, greatly compli- 
cated the problems of securing adequate thermal pro- 
@ tection, dependable support, and at the same time 
| provide for expansion and contraction without danger 
of cutting tubes. 


Solution was found by using HyVULoy element 


BNO oe cere 


section for the high temperature area, VULcrom ele- 
ment for the intermediate, with the balance steel; and 
providing specially designed bearings to hold the 
members in such a way as to eliminate hazard of tube- 
cutting and directed expansion toward the back of the 
boiler, where it could be taken up by a suitable expan- 
sion joint. 

... Because of the advanced design of this boiler 
involving new features in soot-blower design and con- 
struction, Vulcan engineers inspected the installation 
monthly for many months, but the engineering was so 
sound that no trouble of any kind developed—Results— 
Perfect Operation—Perfect Cleaning—Reasonable Cost 
—And—vULCAN SOOT BLOWERS WERE SPECIFIED when 
a duplicate Foster Wheeler twin furnace steam generator 
was recently ordered by Keystone Public Service 
Company. 


. .. Whatever the characteristics of your boiler and 
setting, fuel, or load, Vulcan engineers can successfully 
solve any soot blower installation and operating prob- 
lem involved. We invite your consideration of Vulcan 
service with respect to any soot blower need. 


VULCAN SOOT BLOWER CORPORATION 


DU BOIS, PENNSYLVANIA 
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Ray C. WAKEFIELD 
Member, Federal Communications 
Commission. 
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Institute of Technology. 
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Chairman, General Motors 
Corporation. 


Epiror1AL STATEMENT 


Traffic World. 


Harriet Evviorr 
Consumer Commissioner, National 
Defense Advisory Commission. 
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The Financial World. 


C. F. PALMER 
Defense Housing Coordinator. 


Pui.ip B, FLEMING 
Wage-Hour Administrator. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MonrtTAIGNE 





“An expert is an ordinary man away from home.” 


yt 
“Research is one of the most valuable but least devel- 
oped of the nation’s resources.” 
5 od 


“The system of taxation in this country cannot last 
very long. It is going to topple over.” 


¥ 


“Modern defense for modern warfare amounts to a 
reorganization of the economic life of a nation... .” 


¥ 


“Every dollar of defense orders placed means less for 
some of our people, somewhere, and at some time.” 


¥ 


“Tf, in order to fight a dictatorship or defend itself 
from one, a democracy must itself become a dictator- 
ship, then what is the virtue in democracy ?” 


¥ 


“We cannot let any fear or uncertainty about our 
ability to meet the problems of the post-emergency stand 
in the way of victory on the home front today.” 


¥ 


“ 


. every time a light switch connected with one of 
the Tennessee valley publicly owned electric systems 
is turned on, everybody in the United States helps to 
pay for it.” 


¥ 


“Some people do not like private real estate operators ; 
others do not like to see the government barging into 
the real estate business. This is no time to fight out that 
battle.” 

y 

“There have been too many pay envelopes in this 
country containing less than $16 for a full week’s work. 
In 1941, the minimum wage will add more than $100,- 
000,000 to these pay envelopes.” 


12 
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TO TODAYS 
PRODUCTION 


MACHINERY OF PRODUCTION 


As essential as the machinery in the factory 
is the machinery in the office which provides 
executives with vital control figures, such as— 








BUDGETS—Estimates, specifications and commitments 
that precede actual factory production. 


PURCHASING—Purchase orders and vendors’ records 
that speed delivery of parts and materials—prevent 
misunderstandings. 


MATERIAL CONTROL—Requisitions, receiving records, 
stock records that control the flow of materials to 
scheduled rate of output—furnish up-to-the-.nioute 
Statistics and reports. 


LABOR ACCOUNTING—Earnings calculations, wage 
accruals, payroll records that insure prompt payment 
of personnel—provide adequate statistics and reports. 


COST RECORDS—Cost-to-date figures —available every 
day—that provide expense and production controls 
and statistics for review. 


MANAGEMENT FIGURES —Vital figure-facts, statistics 
and reports that permit quick decisions, quick action. 


Today modern Burroughs machines provide every type of required record and figure control in 
less time, with less effort, at less cost. Investigate—telephone the local Burroughs office today. 


BURROUGHS ADDING MACHINE COMPANY «+ 


DETROIT, MICHIGAN 


“ES: TIME -WITH LESS. EFFORT—AT LESS COST 
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Judge, U. S. Circuit Court of 
Appeals, Fourth Circuit. 


ErniE Pye 
Scripps-Howard columnist. 


C. M. CHESTER 
Chairman, General Foods 
Corporation. 


Georce H. BENDER 
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Secretary of the Interior. 
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Davin E. LILieENTHAL 
Director, Tennessee Valley 
Authority. 


JosepH C. O’MAHONEY 
U. S. Senator from Wyoming. 


APR. 10, 1941 


“Legislation, not infrequently, is based, upon occasional 
hardship observed by a legislator without any adequate 
appraisement of what would be the general effect of the 
rule enacted into law.” 


¥ 


“Believe it or not, London as a living, enduring insti- 
tution is not gravely injured. Not in its architecture, 
or in its mode of existence, or its utilities, or its trans- 
portation, or its health.” 


¥ 


“Our job is to make representative democracy and 
private enterprise work, not to add new wine to that 
in old bottles—to mix Socialism or Fascism and free 
enterprise in the bottle of Democracy.” 


¥ 


“T do not know of a bureau in the government which 
we would miss less than this National Resources Plan- 
ning Board. . . . Frankly, it is a place where certain 
friends of the administration have fancy jobs.” 


¥ 


“Even if I were assured that I could be made the 
umpire for the oil industry, the knowledge that I have 
gained and the experience that I have had would make 
me extremely cautious before rubbing any magic lamp.” 


¥ 


“National unity does not mean to me supine agree- 
ment to every proposal, nor to every issue that might 
be controversial. It means discussion, argument, and 
debate that will help us develop our real situation— 
our risks, our dangers, our safety.” 


¥ 


“I realize that it is not fashionable to talk about ‘pros- 
perity’ in the same breath as defense. But I am con- 
vinced that a better job of national defense will inevi- 
tably result from a higher standard, of living, which is 
likely to be a by-product of defense spending.” 


¥ 


“Tf over the country the average purchase of electrical 
appliances by residential users would increase to the 
level now prevailing in the TVA area, it is estimated 
that it would mean an additional volume of manufac- 
turing and commercial business in the total of $300,- 
000,000.” 


¥ 


“. . if the democratic world had succeeded in the 
past in distributing the products of commerce and indus- 
try among the masses, if it had been successful in pre- 
venting the growth of the proletariat, there never would 
have been such a thing as the rise of the totalitarian 
state.” 








nsti- 
ture, 
ans- 


bte neat, streamline 
pearance—easily ac- 
ssible to inspection and 


D superstructure nec- 


wall or ceiling. Note 
gap between phases. 
ses can be round or 
uare as shown below. 

















d All stresses taken by mounting 
frame with insulators in compres- 
sion loading under all conditions. 


Gasketed covers are housings only, 
—take none of the stress. 


Installation and adjustment made 
before covers are put on. 


Housing covers can be removed 
easily for inspection. 








METAL ENCLOSED 


BUS— Eliminates 
Interphase Shorts. 


Expensive equipment investments may now be safe-guarded 
from interphase shorts often due to dust pocket flashovers 
in congested areas where buses are exposed, or due to 
support structure failure. Here is a new outstanding design 


consistent in cost with any type of bus structure. 


RAILWAY ano INDUSTRIAL ENGINEERING CO. 


GREENSBURG, PA. ..... In Canada, EASTERN POWER DEVICES, Ltd., TORONTO 
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C-E PRODUCTS INCLUDE ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL SYSTEMS AND STOKERS; ALSO SUPERHEATERS, ECONOMIZERS, AND AIR HEATER 


COMBUSTIO 
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--» AGGREGATE CAPACITY OF 


T-E RAYMOND BOWL MILLS 
ordered during 1940 





le preference for the C-E Raymond Bowl Mill, 
eady manifested by many experienced operat- 

engineers, continues at higher volume. The 
bregate capacity of all the C-E Raymond Bowl 
lls purchased for boiler firing during 1940 is 
12,800* Ib per hr ... more than twice the 
bacity sold during 1939. 


00,000 Tons Per Year—If these mills on the 
prage are required to operate at 80 per cent of 
bir rated capacity for 65 per cent of the total 
rs in a year—they will pulverize 5,500,000 
hs of coal per annum. Applied to the production 
electrical energy and assuming a coal consump- 
n of 1 lb per kw-hr, these mills would pulverize 
ough coal to generate 11 billion kw-hr annually, 
17 per cent of the entire coal-produced electri- 
energy sold by all utilities in 1939. 


2 Out of 3 Are Repeat Orders — Even more signifi- 
cant is the fact that more than 65 per cent of 1940 
orders for the C-E Raymond Bowl Mill were re- 
ceived from companies that had previously pur- 
chased one or more of these mills. These companies 
knowing from their own experience and operating 
records what they contribute to the overall effi- 
ciency, economy and reliability of their new steam 
generating units, selected C-E Raymond Bowl 
Mills. 


Examine the advantages of the C-E Raymond 
Bowl Mill in the panel below and the brief sum- 
maries of design, construction and operating fea- 
tures which make these advantages possible. You 
can get all of these advantages in fullest measure 
by specifying C-E Raymond Bowl Mills for your 
next installation. 





DESIGN FEATURES ARE RESPONSIBLE FOR SUCCESS OF 
C-E RAYMOND BOWL MILL 


LOW POWER CONSUMPTION 
jw friction losses, a worm gear drive 
ich permits use of constant high-speed 
Ptor, and maximum utilization of the 
nding surfaces, combine to reduce the 
er required per ton of coal pulverized. 


CONTINUOUS SERVICE 
isting service records prove the mill is 
pable of at full 
d, month after month, without shut- 
ns, Grinding adjustments are made 
ile the mill is operating. 


QUIET OPERATION 
ith no metal to metal contact between 
Stinding surfaces, pounding and vi- 





ation are eliminated. Worm gear drive 


ith ball bearings, main shaft with roller 
—_ and balanced operation assure 
letness, 


SIMPLIFIED OPERATION 

The automatic feed and the classifier 
vanes that ,control fineness of product are 

ly ad ble from outside. One 
tandard dd motor operates 
both mill and fan. Few parts and rugged 
construction help to avoid mechanical 
trouble. 








POSITIVE LUBRICATION 
To assure continuous operation, there is 
positive oil circulation to the main shaft 
— with the gear mechanism running 
in oil. All operating parts are lubricated 
from outside while the mill is running. 


WIDE CAPACITY RANGE 


Output of the mill can be varied by small 
increments from 





& 


EFFICIENT PULVERIZATION 
The grinding principle employed and ef- 
fective use of the grinding surfaces com- 
bine to assure the highest efficiency of 
pulverization. 


LOW MAINTENANCE 
The few wearing parts have hardened 
steel surfaces. The rollers work only on 
material, never against metal. Correct 
grinding clearances between rollers and 
bull ring are easily maintained by ex- 
terior adjustment. 


EASY REPLACEMENTS 
Inspection and repairs are made without 
removing the classifier head or dismantling 
the piping. The removal of one side plate 
provides complete accessibility to the 
for easy removal of 





capacity with practically 
of pulverization. 


bull ring and rollers. A-S76A 


*Based on Pittsburgh No. 8. 


DMBUSTION ENGINEERING COMPANY, INC., 200 MADISON AVENUE, NEW YORK, W.Y. » CANADA: COMBUSTION ENGINEERING CORPORATION, LTD., MONTREAL 


NGINEERING 
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... when Grinnell Mulsifyre 


may save months of crippled service! 


It’s no easy matter, these days, to get 
replacements or repairs of any oil trans- 
former, generator or circuit breaker that 
“goes up in smoke”, Delays created by 
equipment makers’ defense business may 
mean grief to you. 

Handicaps like this to your production 
facilities can now be prevented by equip- 
ping all oil-bearing devices with Grinnell 
Mulsifyre . . . an original development by 
the pioneers of automatic sprinkler fire 
protection. It “kills” oil fires with water! 

The instant a Mulsifyre System is turned 





GRINNELL- 


on, either manually or automatically, 
driving spray of water strikes the oil.. 
churns the surface into a non-flammab 
emulsion . . . snuffs out fire in a matter 
seconds, to block any major damage. Simp 
... fast... positive! Within a few hour 
the emulsion breaks down, separating th 
oil, unimpaired, from the water. 

Write for detailed folder on this remark 
able fire protection system. Grinnell C 
Inc., Executive Offices, Providence, R. 
Branch offices in principal cities of th 
United States and Canada. 





Automatic Sprinkler Fire Protection 


April 10, 19 April 
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A 1941 FORD TRUCK does a big day’s 
work because it: 


* Is built for hard work from the 
inside out. 


. * Has more horsepower (95) than any 
or : other low-priced truck. 
a Has the strongest chassis ever built 


by the Ford Motor Company. 


Has extra big brakes, oversize clutch, 
ee ae OF A B IG extra heavy springs and the biggest 
— spindles and bearings in front wheels 

of any comparable truck. 


9 
D AY 5 WORK! These and other features imsure extra 
s 


strength where extra strength counts! 


Make an “on-your-job” test of Ford 
ruggedness and economy — already 
proved on every type of job! 


cally, 
oil .. 
mmab 
atter 0 
Simp 
r hours 
ing th 


‘emark 
ell Co 
by 


of ti FORD CAB-OVER-ENGINE TRUCKS maneuver easily 


in traffic and crowded loading spaces and 
alleys. Wheelbases of 101”, 134” and 158”. 


rb 
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How to handle all kinds of wiring and 





Code, with many definitions, illustrations, methods, 


commercial buildings 
homes 

factories 

outside work 
hazardous locations 
theatres 

emergency lighting 


Based on the 1940 Code, Abbott's 


signal systems 
motor installation 
services 
grounding 


brings you: 


—definitions of Code terms —85 useful tables 


—types of approved wiring diagrams 
—requirements pertaining to 

standard materials and ap- 

paratus, and methods of 

installing them 


—general ‘requirements 
applying'to all wiring 
systems 


—automatic overload pro- 
tection, general re 
quirements and spe- 
cific applications 


—simplified application 
of Code data pertain- 
ing to motor installa- 


tions ; Ma LONIAF 
—280 illustrations and HEC’ TRICAL 


schematic diagrams 
of apparatus and in- 
stallations 








Key to the Code 


A few minutes’ attention to the 
Key to the Code Requirements in 
front of this book will give the 
reader a better idea of the scope 
and contents of the code than 
eould be obtained by two hours’ 
study of the code itself. 





A PRACTICAL, HOW-TO-DO-IT HANDBOOK 


Covers the complete contents of the latest National Electrical 
data and 
explanations to show what the Code means and how it applies to 


high-voltage equipment 


design of installations 


National Electrical Code Handbook 


—138 wiring and connecting 


installation jobs 


in strict accordance with 


THE 1940 NATIONAL 
ELECTRICAL CODE 


H™ is the electrical contractor’s joj 

book almost completely re-writtem 
in accordance with the new 1940 Codé 

requirements and planned to enable elec 

tricians to understand the new rulings of 

the. National Electrical- Code and to & 

work in accordance with the Code 

_ An instantaneous aid 
In Abbott’s Handbook you can find all 
the rules affecting any question in an in 





diagrams and_ illustra 
tions to make them 
easier for you to under: 
stand quickly. 

All rules for a job 
grouped in one place 
Once you have looked 
up a rule in the Hand- 


will have to be 

over. With this Hand- 

book to help you, you 
miss a 


to understand all of the 
rules. It reduces a maze 
of scattered rules to a 
logical and understand- 
able system. 





Just Out! Arthur L. Abbott's 


NATIONAL ELECTRICAL CODE HANDBOOK 


595 pages, 5 x 714, semi-flexible, 418 illustrations. $3.00 





A time and money saver 


All in all, the Handbook is one of the most unusual and 
helpful electrical books that has been published in recent 
years. It gives a wealth of information from the practical 
angle of getting jobs done according to legal requirements. 
It saves delay in starting jobs, it saves time and money 
in avoiding false starts, errors and violations. At the 
same time it contains so much clearly presented informa- 
tion that it will pay to use it for general reference on 
many questions of materials, plans, wiring and installation. 


Long, involved rules made plain 


Wherever a ruling lacks clarity, it is carefully reviewed 
and its practical application is explained. The more in- 
volved Code penraate have been divided into short and 
simple rules and others are restated in simple language. 
Diagrams, sketches and illustrations of commercial types 


of apparatus have been used freely wherever the text can@ 
be more clearly explained in this manner. 


All the tables of data 


which must be referred to frequently by users of the 
code have been placed together in the last chapter of the 
book in order to make these data most convenient for 
quick reference. 


la 
Order direct from 


PUBLIC UTILITIES FORTNIGHTLY 
1038 Munsey Bldg., Washington, D. C. 











Facts You Can Use to Cut Distribution Costs 


LY CORROSION-RESISTANT, rustproof 
rotproof, Johns-Manville Transite 
8 provide maximum assurance of long, 
ient life and low maintenance when 
alled on exposed locations. On many 
ge installations, such as the one shown 
ye, Transite Conduit outperforms more 
nsive materials commonly used for 


FOR 
EFFICIENT, 
LOW-COST 
SERVICE, 
SPECIFY... 


AINTENANCE costs stay low when 
Transite Ducts are used. Entirely 
inorganic and non-metallic, these asbestos- 
cement ducts are highly resistant to cor- 
rosion. They can’t rust or rot... won’t burn. 


Yet low maintenance is only part of the 
savings made by using Transite Ducts. 
Supplied in long, light lengths, these dura- 
ble cableways are installed quickly and 
easily; thus, installation costs are kept low. 
For details, write for brochure DS-410. 
Johns-Manville, 22 E. 40th St., N. Y. 


12 


UNUSUALLY WEATHER-RESISTANT, UNIFORMLY STRONG AND DURABLE, 
these asbestos-cement ducts may J-M Transite Conduit needs no 
be safely stored outdoors. Their protective casing underground. 
sustained strength permits piling And its tough asbestos-cement 
to convenient heights without composition offers superior pro- 
distorting or crushing the duct. tection against corrosive soils. 


ra Jokite-Mansilla 
TRANSITE DUCTS 


TRANSITE CONDUIT...For TRANSITE KORDUCT... For instale 
useunderground without lationinconcrete. Thinner walled, 
a concrete envelope and lower priced, but otherwise idene 
for exposed locations. tical with Transite Conduit. 
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SPRAGUE COMBINATION METER-REGULATOR PE 


LATEST ACHIEVEMENT 
IN 
GAS MEASUREMENT AND 
CONTROL. 








For Manufactured, 


Natural and Butane Service 


Write for bulletin. 


THE SPRAGUE METER CO. 


Bridgeport, Conn. 








—— "12,000,000 meters 
<I 


i ————, Os i. ‘ 4 aie > Wed 
| ite | now in service are old and uncompen- /  *(#))i/i(4 


sated, Considerable revenue losses often - 
result from metering modern cppnenice 
loads with these incompensaied meters. 
ee 

With modern Sanlecaae Type J Meters, — 
however, the loa imposed by today’s : 
diversified electric apelauaas are met- 
ered accurately --reaulting in full reve- 


nue for all load es 




















wry ELECTRIC ‘COMPANY 


SP 2 VON Bor ee Pp ee ES NO 1 Ss 
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n BE SURE YOU GET BOTH 
INDS OF DOOR ECONOMY 


MORE CONVENIENT! Kin- 

near Rolling Doors give you extra 

wall space by opening upward and 
ing compactly overhead. They save 
he by operating smoothly, easily and 
idly the year around—over snow, ice, 
ollen ground and other objects that 
per ordinary doors. They save re- 
r costs by opening out of reach of 
age. And they save installation prob- 
s because they are custom-built to 
et your exact requirements. 


LONGER LASTING! Kinnear 

Rolling Doors give extra years of 

service. Their efficient upward 
ion, special ball-bearing operation, and 
ective counterbalance assure smoother 
formance with minimum wear. Their 
ged, galvanized, all-steel, interlocking- 
t construction, strong steel jamb 
ides and other heavy-duty features 
an greater durability. And their per- 
mance has been proved . . . numerous 
ords tell .of doors in daily use for 
bre than a quarter of a century! 


R 
HOW KINNEA 
ROLLING DOORS 


SAVE sPACE 


Kinnear — Ler 7“ er 
ight, vertical plane, 
ae above the —— 
They require no floor of - 
space in which to —. . 
occupy no usable space — aa 
Often the barrel on whic 
curtain coils can be completely 
concealed within the wall. Mer- 
chandise, equipment, trucks, ~ 
can be stored close to either = 
inside or outside of doors with- 
out obstructing their operation - 


cUG60-80 FIELDS AVENUE 





ihe] Si Lome cexey-T3 





More than forty years of specialized experi- 
ence in door manufacture has been utilized 
by Kinnear engineers in making these famous 
doors more efficient, durable, and economi- 
cal. Kinnear Rolling Doors are built any size, 
for old or new buildings, with motor or manual 
control. It will pay you to consult Kinnear on 
your door problems. Let us send you com- 
plete information! 


SEND FOR THE 
NEW KINNEAR 
DOOR CATALOG 


CULUMBUS, OHIO 


Factories: Columbus, Ohio, and fan Prancisco., Cabifornia 
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® No. 4 
of a Series 


XPERIENCED OPERATORS agree that 

whether | or 40 years old, Trident Meters 
emerge from the repair shop literally better 
than when new, capable of passing the TRIDENT 
strictest repaired meter tests, and ready for INTERCHANGEABILITY 
many more years of hard service. In other sisal 


words, they never need to be retired! : 
Economy in Inventory 


@ Trident Interchangeability is what does it Efficiency in Maintenance 
. . « for every new and improved Trident Reliability in Performance 
Meter part is made to fit perfectly into A 
every standard Trident Meter, no matter Ageluak Vatieateust 
how old! When you buy Tridents, you get Utmest in R 
a fountain of youth in meter performance sities 

. a service to keep your meters young. 











NEPTUNE METER COMPANY + 50 West 50th Street, NEW YORK CITY 


Branch Offices in CHICAGO, SAN FRANCISCO, PORTLAND, ORE., DENVER, DALLAS, KANSAS CITY, 
LOUISVILLE, ATLANTA, BOSTON. 
Neptune Meters, Lid., 345 Sorauren Avenue, Toronto, Canada. 
wwe 22°26 194) 
ROYAL YO: A nore 


CA 
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150,000 HP Francis Turbine 


for Grand Coulee Project 
(SHOP HYDROSTATIC TEST—230 LB. PER SQ. IN.) 


HYDRAULIC TURBINES 
FRANCIS AND HIGH SPEED 
RUNNERS 
BUTTERFLY VALVES 
POWER OPERATED RACK RAKES 
GATES AND GATE HOISTS 
ELECTRICALLY WELDED RACKS 


Newport News Shipbuilding and Dry Dock Company 
(Hydraulic Turbine Division) 


Newport News, Virginia 
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Sell The Furnaces That 
Have Selling Advantages 


NIAGARA 


Winter Air Conditioning 
and Gravity Units 


7. outstanding features of Niagara Gas Furnaces give 


you plenty of selling advantages to speculative, con- 
tract builders and home owners alike. 


With Niagara, you sell the advantages of copper 
chrome cast iron: or... Toncan iron heat exchangers... 
a selection of belt or direct drive blowers with two speed 
control .. . the exclusive Niagara summer-winter switch 

- modern casing design . . . concealed inner controls 

. and A. G. A. approval. With these go two most im- 
portant sales features — low prices and high operating 
efficiency. 


Write for complete information. 


The Forest City Foundries Company 
2500 West 27th Street Cleveland, Ohio 
Established in 1890 
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EW INTERNATIONAL TRUCKS 


NEW EARNING POWER FOR OWNERS! 





ernational Harvester presents the great new hauling tools for your trade: the NEW 
INE INTERNATIONAL TRUCKS. These great trucks are as new in engineering 
they are striking in appearance. Beneath the graceful streamlined hood you will find 
w power coupled with unbeatable economy . . . the new Green Diamond Truck 
gine, designed and built entirely by International for this New K-Line Series. 


On the job you'll marvel at the handling ease of the New Internationals; the riding 
fort of the new longer springs; the smooth, 

aight-line stop provided by the new double- 
hor hydraulic brakes; the feel of security in 

p improved all-steel Safety Comfort-Cabs 
ipped with safety glass throughout. 





b the International Dealer or Branch for a demonstration. 
Send for a catalog. 


NTERNATIONAL HARVESTER COMPANY 
180 North Michigan Avenue Chicago, Illinois 


The NEW 
Green Diamond Engine 


If you’re a truck user, the name 
Green Diamond Engine will 
soon be linked in your mind 
with greater power and per- 
formance, combined with 
i Y greater fuel economy. It’s 
exclusively International! 





INTERNATIONAL TRUCKS 
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CMC DUAL 
PRIME PUMPS! 


Why Use a Truck ea 
TO DELIVER A THIMBLE? 


Thorough testing of even small 
products often requires a great 
deal of complicated, expensive 
apparatus. 


But, instead of tying up money 
in seldom-used testing equip- 
ment, more and more utilities 
have come to rely on E.T.L. to 
supplement their own research 
laboratories. 











By doing this, they avoid 
heavy investment in special ap- A centrifugal pump that 
paratus ...and at the same time should be on every utility 
benefit from our long experience truck. Capacities up to 
oo and commodity re- 15,000 G.P.H. Get new 

pump bulletin on com- 


Know by Test plete line 114” to 10”! 








CONSTRUCTION 
ELECTRICAL MACHINERY 


TESTING 
WN:Ye) Vt) 113: COMPANY 
WATERLOO, IOWA 


East End Avenue and 79th Street 
New York, N. Y. 
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U CAN SOLVE THIS PROBLEM, 
R. UTILITY EXECUTIVE - suggest 


of platen, Terminal cover 


ROMALOX cartridge unit 


TYPICAL CASE 


a plastic molding 

to electric heating. Holes 
drilled in the platens for 
of Chromalox cart- 
units. This method is often 
to obtain higher tempera- 
or more flexible operation 
better working conditions. 


CHROMALOX 


ELECTRIC HEATING UNITS 


It's happening every day — industrial plants on your lines 
are passing up improved production methods involving 
heat, because they do not realize how easily Chromalox 
units could adapt their equipment to new heating require- 
ments, using electric heat. 

Every time this happens, you miss out on additional prof- 
itable load. And every time you help a manufacturer to 
boost his production with electric heat, you gain not only 
that profitable load, but also an important friend. 

Chromalox engineers, specialists in electric heat, will 
gladly cooperate with you and your customers to provide 
the proper electric heating equipment for any application 
requiring temperatures up to 1000 degrees F. 


EDWIN L. WIEGAND COMPANY 


7500 THOMAS BLVD. ° PITTSBURGH, PENN. 
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CRESCENT ENDURITE 
CABLE S for Light and Power 


TYPE RH and RHL 
Meets Federal Specifications JC-106-A, JC-121 


CRESCENT makes all types of cables to meet every 
requirement. Some of these are: 


@ RUBBER POWER CABLES @ VARNISHED CAMBRIC CABLE 
@ BUILDING WIRE AND CABLE @ CONTROL CABLES 
@ PARKWAY CABLES @ PORTABLE CABLES 


CRESCENT INSULATED WIRE & CABLE CO. 


2) CRESCENT 


WIRE and CABLE 


| Factory: TRENTON, N. J.— Stocks in Principal Cities 
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} ou re ALL Set / 
ith “CLEVELANDS”” 








& BALANCED, correctly 
engineered combination of what 
is needed, “Clevelands” pro- 
duce more “performance per 
pound” —pay for themselves 


uicker because of the additional savings they make for you. 

ou have a machine that fits into “more jobs”; may even, because of a single, 
xclusive feature “pay out” on one job. 

ou have equipment that you can move to and from the job, faster with less ex- 
ense and bother. 

ou are relieved of the high maintenance cost of obsolete equipment. 

Because of “Clevelands” dependability you can rely on steady, daily output, al- 
pbwing you to plan your work better and get more efficiency from your gang. 

ou save money on “Clevelands” speed and ability to “cut the buck” on tough 
obs. 


ECLEVELAND TRENCHER COMPANY Re SN 
a 


"Pioneer of the Small Trencher" ' Vin 2 
00 St. Clair Ave. Cleveland, Ohio |, = he? a 


her important way “Clevelands” save for you is by Cima 
ost transportation via special trailer—“Clevelands” 


and unload in 10 to 15 minutes. 


© CLEVELANDS © 
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Half a Job 
is Worse than None 





URE, we sell store fronts—one 
every few minutes of every 
working day, to be exact. But we 
would rather not sell'a front than 
to install one that does only half a 
job. If a front won’t increase that 
customer’s business, we don’t want 
him to buy it. That’s just plain 
horse sense. Don’t you feel the 
same way about your sale of in- 
creased illumination? 


Our fronts are much more effec- 
tive when illumination becomes an 
integral part of their styling—and 
when the interior of the store and 
display windows are highly illumi- 


nated. For this reason it is logical 
for our salesman to suggest iliie 
creased lighting to his store fron 
prospects. 


But, by the same token, it iii 


equally sound reasoning for co 
mercial lighting salesmen to sugim 
gest new fronts to their prospect? 

Only by such cooperation will w 

both avoid doing “half a jobi™ 
We'll do our share. How abou 
your 4 


When you think of store front 
think of “Pittsburgh” Pittco Storé 
Fronts . . . the leader in the field! 


ITTCO STORE FRONTS 


PITTSBURGH PLATE GLASS COMPANY 
"PITTSBURGH stench for Duality Glass and aint 
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Ce sure do move when 


CHEVROLET TRUCKS 


go to work 





hey have EXTRA horsepower...EXTRA pulling 
4 power... EXTRA earning power 


@ There’s a lot of work to be done in There are full 90 horsepower and the 
Phis country this year—more material tremendous pulling power of 174 foot- 
<> be moved, and moved fast; more pounds of torque in Chevrolet’s Stand- 
Mods to be delivered, and delivered on 2rd engine. If you need more, there 
Bhedule; more supplies to be hauled, 2%¢ 93 horsepower and 192 foot-pounds 
fd hauled promptly. of torque—extraordinary pulling 
a. : power for extraordinary duty—in the 
F It’s a year for heavy duty trucks with special heavy duty ‘‘Load-Master” 
@tra power—and that makesita year engine, optional at a small additional 
br Chevrolets, because they are the charge. 
host powerful trucks in the low-price Be ready for peak loads—with the 
eld. trucks that can carry them. 
CHEVROLET MOTOR DIVISION, General Motors Sales Corporation 
DETROIT, MICHIGAN 


OUT-PULL... OUT-VALUE... OUT-SELL 
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a motors 


ELLIOTT 
MOTORS 


serve many important plants 
driving such important auxiliaries as the 
pboiler-feed, condenser, circulating and 
ash sluice pumps --- forced and induced 
draft fans. - - pulverizer mills, ard 
exhausters. They are specifically de- 
signed and built to meet the character- 
istics of the service they render. You | 
will find them in plants whose manage: j 
ment takes pride in an unblemished | 


record of plant performance. 


Detailed reasons for their preference are} 
given in the Motor Bulletin—on request. } 


ELLIOTT COMPAN! 


Electric Power Dept. 
RIDGWAY. PA. 


District Offices in Principal Cities 
x 





TLLIOTT fil fine motors 
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et Power Conference concludes session, Chicago, Ill., 1941 
Southern Transit Equipment Association starts meeting, Dallas, Ter., 1941. 





q Illuminating ce Society will hold meeting, San Francisco, Cal. 
Apr. 25, 26, 1941. j © 





Wisconsin Engineering Conference will convene, Milwaukee, Wis., Apr. 28-30, 1941. 





Q American Water Works Association, Iliinois Section, will hold meeting, Quincy, 
Ill., Apr. 28-30, 1941. 





4 Mid-West Gas Association opens meeting, Minneapolis, Minn., 1941. 





4 Southwestern Gas Measurement Short Coaree, College of Engineering, University 
of Oklahoma, opens, Norman, Okla., 





4 National Association of Housing Officials starts convention, Cincinnati, Ohio, 1941. 
qi Electrochemical Society convenes, Cleveland, Ohio, 1941. 





4 Chamber of Conmennes of the United States will hold 29th annual meeting, Wash- 
ington, D. C., Apr. 28—May 1, 1941. 





4 Maryland Utilities Association holds spring meeting, Baltimore, Md., 1941. é 





G American Gas Association will hold natural gas convention, Dallas, Tex., May 5-8, 
941. 








q Pennsylvania Gas Association will hold convention, Skytop, Pa., May 12-14, 1941. 





4 Gas Meters Association of Florida and South Georgia convenes, Hollywood, Fla., 1941. 
{ American Public Works Association starts regional conference, Birmingham, Ala., 1941. 





Greater New York ot Council starts meeting, New York, N. Y., 1941. 
Ohio Independent Telephone Association convenes, Columbus, Ohio, 1941. 











Missouri Association of Public Utilities starts meeting, Excelsior S; wines, i 1941. 
American Society of Civil Engineers begins meeting, Baltimore, Md., 








By Sampson R. Field 


The Worker 


Chosen to appear in the American Annual 
of Photography for 1941 
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More Home Rule for 
Public Power 


British experience with publicly owned and operated public 
utility ventures suggests for government authorities in this 
country a way out of the present tangled situation wherein a 
definite administration policy is conspicuous by its absence. 
Such experience points towards greater actual participation by 
local interests in the management of such utility enterprises. 


By FREDERICK S. BLACH 


CASUAL glance at the present 
A status of public power projects 
in this country reveals an ob- 

vious lack of consistency in adminis- 
trative policy. Aside from the munici- 
pal utility plants—which still follow a 
long-established policy of local auton- 
omy—it would almost seem as if the 
American public ownership movement 
in the power field had set out to sample 
every available form of administrative 
control. And it is evident that it still 
has not made up its mind. No definite 
plan predominates. Indeed, the situation 
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is in such a state of flux that not even 
a trend in this or that direction is dis- 
cernible. 

Let us check over, by way of recapit- 
ulation, the various administrative 
set-ups employed on public power proj- 
ects which have been built or financed 
with Federal funds: 


Fe: and best publicized is the 
TVA, an independent board of 
three members, appointed and remov- 
able by the President, and apparently 
dependent upon Congress only for ap- 
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propriations. With the exception of 
certain broad policy restrictions con- 
tained in the TVA Act, as presently 
amended, this board is quite independ- 
ent in its managerial discretion— 
probably as much as the directors of a 
private utility corporation. Or even 
more, as the directors of such a com- 
pany, participating in its management, 
usually are only a minority of the 
board. However, the members of the 
TVA board also are in charge of the 
management and, therefore, without 
the control of a majority of directors. 
As the construction phases of the TVA 
near completion, the board will be even 
less dependent upon Congress for ap- 
propriations. It can adopt a Tennessee 
valley viewpoint, or it can turn around 
and become more susceptible to the 
viewpoint of the Federal taxpayer. In 
short, it is pretty much its own boss 
as the law stands. 

In the Pacific Northwest, we find 
two great federally built power plants: 


(1) Bonneville, built and operated 
by the Army Engineers, but with the 
control of electric power marketing 
delegated to the Bonneville Adminis- 
trator, an appointive subordinate of 
the Secretary of Interior; 


(2) Grand Coulee, now being built 
by the Reclamation Bureau, but with 
its power marketing also handled by 
the Interior Department appointee, the 
Bonneville Administrator. 


In the Rocky mountain and South- 
west areas, the Reclamation Bureau, a 
division of the Interior Department, 
built and manages Boulder dam and 
Parker dam on the Arizona-California 
border, Colorado-Big Thompson in 
Colorado, Kendrick dam in Wyoming, 
Shasta dam in California, Elephant 
Butte dam in New Mexico. These 
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reclamation projects naturally reflect 
managerial policies emanating from 
Washington, D. C.; or, more particu- 
larly, from the Secretary of the In- 
terior. 


ts is such concentration of authority 
over far-flung properties which has 
given rise to concern about the “new 
Federalism.” At this very time, when 
the Federal government, through the 
Holding Company Act, is requiring 
giant private combinations to disgorge 
scattered holdings because of abuses 
from “absentee management”  result- 
ing from financial control centered in 
New York city, we find this same Fed- 
eral government building up another 
system of “absentee management” 
through political control of far-flung 
public power projects centered in 
Washington. Not many months ago 
TVA Power Director Lilienthal gave 
warning of the dangers that lie in a 
Federal policy which departs too far 
from “grass roots” control of public 
projects. 

But we have still another category 
in this mixed pattern of Federal power 
policy. It is exemplified in state-owned 
and operated public power projects, 
built for the most part with Federal 
funds. The Santee-Cooper project in 
South Carolina and the Lower Colo- 
rado River Authority in Texas are 
two instances of this course of action. 
In the case of Santee-Cooper, South 
Carolina—through a state agency, the 
South Carolina Public Service Author- 
ity—is building and preparing to oper- 
ate a project financed in part by grants 
from the Public Works Administra- 
tion and in part through state revenue 
bonds. The Public Works Administra- 
tion retains a sort of “first mortgage” 
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interest until the loan from the Fed- 
eral government has been repaid. After 
that the Federal government will pre- 
sumably have no authority whatever 
over Santee-Cooper. The state will be 
free to run the property as it pleases, 
or even sell or lease it. 


& we look over these various ex- 
amples of Federal policy we will 
not find any basic distinction for fol- 
lowing either 
(1) The “home rule” course of ac- 
tion, as in the case of Santee-Cooper 
and the Lower Colorado River Au- 
thority ; or 
(2) the centralized Federal control 
course of action, as in the cases of the 
Reclamation Bureau projects. 


A tentative line of demarcation may 
be observed in the fact that the Santee- 
= Cooper project is more or less confined 
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to the state of South Carolina and the 
Lower Colorado River project is con- 
fined more or less to the state of Texas. 
On the other hand, Boulder, Bonne- 
ville, Grand Coulee, and TVA all have 
a more or less borderline interstate 
complexion—the inference being that 
in such a situation Federal control is 
necessary. 

But this demarcation line is crossed 
so often that, if it were ever intended 
as a rule of Federal policy, it becomes 
meaningless. The Interior Department 
is building Shasta dam as part of the 
Central Valley development, which is 
entirely within the state of California. 
The Federal government has also per- 
mitted the public power districts of 
Nebraska—local autonomous organ- 
izations—to develop the lower end of 
the Loup and Platte river watersheds | 


CHART SHOWING DISTANCE FROM WASHINGTON, D. C., OF SOME POWER 
: PROJECTS EXISTING, UNDER CONSTRUCTION, OR PROPOSED FOR 
_ OPERATION BY THE FEDERAL GOVERNMENT 
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(through PWA financing). At the 
same time the Federal government is 
building and presumably will operate, 
through the Reclamation Bureau, two 
dams nearer the headwaters of this 
watershed; namely, Kendrick dam in 
Wyoming and Colorado-Big Thomp- 
son in Colorado. There are other ex- 
amples which serve to show that the 
Federal government by no means con- 
fines itself on managerial control to 
interstate or borderline projects. 


HE arguments for Federal cen- 

tralized control of these projects 
run something like this: It must be 
recognized that the fundamental im- 
portance of the watershed system of 
the nation transcends local interest, 
even though the latter is publicly or- 
ganized. Development of the watershed 
system, it is contended, must be accom- 
plished not only from the standpoint 
of navigation but from its allied as- 
pects of flood control, pollution con- 
trol, erosion control, irrigation, re- 
forestation, and the conservation of 
natural resources in general. 

It is further contended that flood 
control and navigation improvement, 
for example, in order to constitute an 
intelligent program, cannot be segre- 
gated into different political adminis- 
trative compartments with divided or 
overlapping authority. In short, it is 
urged that the intelligent development 
of the river system of the nation re- 
quires centralized planning for engi- 
neering purposes, for regulatory pur- 
poses, and for other purposes, and that 
the Federal government is the only 
logical repository for such central 
powers. 

As against this, the advocates of the 
TVA formula for a sort of provisional 
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autonomy claim that a regional au- 
thority can accomplish all these objec- 
tives as well as avoid the dangers and 
inefficiencies of absentee bureaucracy 
centralized in Washington. In addi- f 
tion, it is contended that the TVA is 
more responsive to the needs and de- 
velopment of the region where it op- 
erates. And, as we have seen, in the 
Santee-Cooper set-up the entire control 
is left more or less to local authorities. F 


[’ is inconceivable that the Federal f 
government will continue to ride f 
these three entirely differently paced f 
horses at the same time. Eventually, f 
some decision and compromise will f 
have to be made if a coordinated Fed- 
eral power policy is ever to be estab- 
lished. What should that decision be? 
Actually, public ownership of pub-f 
lic utilities is such a young movement 
in the United States that it would seem f 
only sensible to consider the muchf 
older experience along this line in for- 
eign countries. The experience of Great FF 
Britain, in particular, ought to be off 
special value because it is a constitu-f 
tional democracy like the Unitedf 
States. They are also alike in a great 
many other respects. Social and eco-)f 
nomic problems, racial traditions, the) 
psychological temper of the populace, } 
and so forth. : 
Well, it would appear that since the} 
very beginning of its experience with) 
public operation of utilities, the policy) 
of Great Britain has trended towards} 
the home rule type of public organiza- 
tion. In addition, the larger number} 
of members of the respective boards) i 
makes possible representation of vari- 
ous interests within the organizations. } 
Its very oldest institution is the} 
Mersey Dock and Harbour Board, 
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The Metropolitan Water Board 


& by 1902, the Metropolitan Water Board, which administers Lon- 

don’s water supply, took over the water supply facilities in the 

metropolitan area for codrdinated operation. This board consists of 

sixty-six members, chiefly representing interested municipal districts. 

The chairman and vice chairman are paid members and the Minister 
of Health has some supervisory authority.” 





founded in 1858 for the administration 
of the port of Liverpool. This board 


| consists of twenty-eight members, four 


appointed by the government and 
twenty-four from different business 
groups. They receive no salary and the 
managerial work is done by a paid 


| staff. Loans must be authorized by the 
) Parliament but are not guaranteed by 
the government. 


N 1902, the Metropolitan Water 
Board, which administers London’s 


| water supply, took over the water sup- 


ply facilities in the metropolitan area 


} for codrdinated operation. This board 


consists of sixty-six members, chiefly 
representing interested municipal dis- 
tricts. The chairman and vice chairman 
are paid members and the Minister of 
Health has some supervisory author- 
ity. In this case, as in the Mersey Dock 
and Harbour Board, home rule repre- 
sentation is accompanied by local fi- 


§ nancial responsibility. The municipali- 


ties represented on the Metropolitan 
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Water Board are obliged to cover any 
deficit.* 

In 1908, the Port of London Au- 
thority was founded. Its board con- 
sists of twenty-eight members; eight- 
een are elected by private business 
interests, two are appointed by the 
Minister of Transport, who supervises 
the authority, eight by other govern- 
mental agencies. The chairman, vice 
chairman, and eight committee chair- 
men receive a salary; the others work 
without remuneration. 

In 1926, the British Broadcasting 
Corporation was created by Royal 
Charter—not by legislation. The board 
consisted of five members (later in- 
creased to seven) and was able to fi- 
nance from revenues its investment of 
about £5,100,000 as of December 31, 
1939. 


1 This set-up was copied in 1903 in the crea- 
tion of the Rand Water Board in Johannes- 
burg, South Africa. There is the same guar- 
anty in case of a deficit; however, the guar- 
anty and, consequently, the representation 
not only include municipalities but mining 
companies as well. 
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In the field of government housing 
an act of Parliament in 1939 consti- 
tuted a central housing advisory com- 
mittee. The same act authorizes mu- 
nicipalities to set up housing manage- 
ment commissions as independent au- 
thorities, but the municipalities did not 
make use of them. 


O NE of the most interesting devices 

in the field of public operation of 
utility service in Great Britain is the 
Central Electricity Board, which has 
given due regard to local interests of 
both public and private origin. The 
Central Electricity Board has eight 
members which are appointed by the 
Minister of Transport after he con- 
sults with the following interests: 
Local government, electric science, 


commerce and industry, transporta- 
tion, agriculture, and labor. While the 


minister is not bound to follow their 
advice, various interests have always 
been represented on the board. (Mem- 
bers of Parliament are excluded from 
membership on the board.) In 1938, 
four members were electrical engi- 
neers, one was a barrister, one a miner 
and trade union secretary, one a rail- 
road manager, and one a banker. 

The Central Electricity Board has 
two outstanding jobs: It is supposed to 
complete the building of a grid system 
throughout England and it is supposed 
to accomplish the standardization of 
frequency. The latter task was essen- 
tially finished by 1938. It is to be noted 
that funds of the Central Electricity 
Board for amortizing outstanding in- 
vestment of £17,277,392 are raised by 
a levy on the gross revenues of all local 
electric utilities which participate in 
the grid system. This joint responsibil- 
ity probably imposes a greater burden 
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on the larger utilities than upon the 
smaller ones. But the equal contribu- 
tion furthers a feeling of solidarity 
valuable for codperation. 

As far as the grid system is con- 
cerned, the annual report of the board 
in 1938 (page 12) stated: 

The main function of the board is to pro- 
vide in bulk, from the pool of generating 
capacity created by interconnecting the sta- 
tions through the grid, all the electricity 
which authorized undertakers require for 
distribution. For this purpose, the board in 
1938 had the direction of the operation of 
136 selected stations and, by agreement, con- 
trolled 35 nonselected stations which for a 


time could usefully be operated in conjunc- f 
tion with the grid. 


greece companies participate in the 
board’s activity to approximately 
25 per cent in the number of selected 
stations. There is a complicated pro- 
vision involving proceedings in Parlia-f 
ment for the taking over of the prop-f 
erty of any selected station which does} 
not want to comply with suggestions} 
from the board concerning operation 
or construction of plant facilities. Soff 
far no such case has happened. Thef 
selected stations supply their entiref 
production to the grid and repurchasef 
the amount necessary for their own} 
customers. Detailed price regulations} 
protect all concerned. f 
There is no coercion for nonselectedf 
stations to renounce their own produc-f 
tion. But the rates charged by the grid) 
are more favorable in general. The se-) 
lected stations generated no less than} 
93.64 per cent of the total output off 
all authorized undertakings in 1938. i 
To cope with fluctuations in consump-/ 
tion the board was authorized to capi-[ 
talize interest for the first few years} 
after the construction of the grid and) 
to suspend the annual provision for the! 
sinking funds for limited periods. | 
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The investments for the grid—ex- 
cluding the cost of frequency stand- 
ardization—amounted to £39,491,117 
on December 31, 1938, or about $194,- 
000,000. At that time, about 98 per 
cent of Great Britain’s population 
(45,198,781) was living in the grid 
scheme area. 

The most remarkable performance 
of the grid system is the organic inte- 
gration of a new and necessary part of 
power production into the existing one 
with as little alteration or friction as 
possible. The older parts of the struc- 
ture are controlled but their ownership 
and management are not changed. 
Thus, it was possible to restrict the 
public financing of the grid. It is some- 
times charged critically that the sav- 
ings in the cost of power production 
do not benefit the consumers but the 
owners—public and private—of the 
distribution systems. This obviously 


| has to do with the legal basis of the 


activities of the British public utilities. 


§ This criticism would not apply in the 


United States since rate regulation and 


| control of resale rates protect con- 
) sumers. 


HE work of the Central Electricity 

Board is complemented by the 
Electricity Commissioners. Their of- 
fice was created in 1919, but at first 
they had no compulsory powers. Now, 
they have planning and advisory func- 
tions in codperation with the board, 


supervisory functions over the board 
as well as other authorized undertak- 
ers, and quasi judiciary functions. The 
supervisory functions include the ap- 
proval of some of the components used 
in calculating the board’s rates. There 
are three to five commissioners; they 
are appointed by the Minister of 
Transport with concurrence of the 
Board of Trade. Three must be tech- 
nical experts. They are solely responsi- 
ble to the Minister of Transport and 
execute their activities rather independ- 
ently. 

Additional development indicates 
the way in which future governmental 
policy may follow in Britain. In 1936, 
the report of an expert committee was 
published, the McGowan Report. Its 
contents, meanwhile, were adopted by 
the governmeni, but no legislative pro- 
posals were submitted to Parliament 
because of other more urgent tasks. 
Its most important suggestions are the 
creation of regional distribution units 
and the limitation of all franchises, 
held by private companies, to fifty 
years. These distribution units would 
be amalgamated by the right of the 
most efficient undertaking to take over 
for compensation smaller enterprises. 
Complicated proceedings protect the 
individual interests. The franchise 
limitation shows that the committee 
favored eventual public ownership, al- 
though the proposal for amalgamation 
indicates a neutral position towards 


e 


movement in the United States that it would seem only 


q “. . . public ownership of public utilities ts such a young 


sensible to consider the much older experience along this line 
in foreign countries. The experience of Great Britain, in 
particular, ought to be of special value because it is a con- 
stitutional democracy like the United States.” 
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private industry, as the company, own- 
ing the most efficient organization, 
would be the nucleus of the new unit 
for distribution. 

In one decision published in 1939 
the Electricity Commissioners denied 
the application of public bodies for the 
exercise of purchasing rights on the 
part of private utilities because its suc- 
cess would have endangered the pros- 
pects for a private company to become 
the nucleus of a future unit in the same 
district. The commissioners did not 
want to prejudice these prospects. 


HE London Passenger Transport 

Board covers a wide area—about 
2,000 square miles with a population 
of 9,500,000 — and employs 79,000 
people. Its outstanding capital on June 
30, 1939, amounted to £111,933,867, 
apart from a debt of £19,333,650 to 
the finance corporation, mentioned be- 
low. The board has seven members, 
appointed by five trustees. Upon ap- 
pointment to certain high offices in mu- 
nicipal, technical, business, and legal 
organizations, the incumbents auto- 
matically become these trustees. After 
the selection of the first board, its 
chairman became the sixth trustee. 
Members of Parliament are excluded 
from membership on the _ board. 
Chairman and vice chairman receive 
high salaries; the vice chairman is the 
general manager. Apart from taxicabs 
and suburban railroads, the Transport 
Board has a monopoly of the passenger 
service in about three-quarters of its 
area. 

Coéperation with four private rail- 
roads, active in suburban traffic, was 
prepared carefully from the very start. 
A standing joint committee for pool- 
ing revenues was created, only four of 
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its eight members being appointed by 
the board, though its share in the reve- 
nues was fixed later at 62 per cent. 


Each railroad appoints one of the other f 


four members. This objective attitude 
facilitated the foundation of a common 
finance corporation by the board and 
two of the four railroads. This “Lon- 
don Electric Transport Finance Cor- 
poration, Ltd.,” has a large capital, 37 
per cent of the Transport Board’s own 


capital; £41,650,000 debentures were 


issued up to June 30, 1939. Issued at 


24 per cent, they are guaranteed by the f 
Treasury. The Transport Board is en- f 
titled to loans up to 70 per cent of the f 
capital. On December 31, 1938, there f 
were £16,687,850 lent to transport un- f .. 
dertakers, £6,782,585 to municipal f 


and other public bodies. 


Several authorities, partly created 
by former acts for railroads in general, f 
work as a neutral factor between pri- f 
vate interests and interests of the [ 
board. The London Passenger Trans- 
port Board shows further progress, f 
compared with the set-up of the Central fF 
Electricity Board, by the choice of the fF 
aforementioned trustees as medium be- 
tween political authorities and business F 
appointments, and in the codperation ff 
of private capital and public agency for P 
financing common tasks. During the 
earlier period, until the foundation of 
the Central Electricity Board, such de- k 
velopments had crystallized into the [7 
reduction of the number of board L 
members to seven or eight and in the | 
creation of a third neutral factor for [7 
settling frictions with private interests. | 


N’” let us come back to the United | 
States and compare the British | 
policy of local representation and co- | 
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The Port of London Authority 


ad 1908, the Port of London Authority was founded. Its board 
consists of twenty-eight members; eighteen are elected by 
private business interests, two are appointed by the Minister of 
Transport, who supervises the authority, eight by other governmen- 
tal agencies. The chairman, vice chairman, and eight committee 
chairmen receive a salary; the others work without remuneration.” 





Operation with private interests with 
| the avowed policy, such as it is, of the 
Federal government. In 1936 the Sec- 
retary of Interior, as chairman of the 
| National Resources Committee, sub- 
| mitted to the President a report on the 
' Columbia basin, made by the Pacific 
Northwest Regional Planning Com- 
mission. This report recommended an 
independent authority, a board of three 
or five members. The chairman was to 
be a full-time officer with special quali- 
fications for supervising the manage- 
ment of the power functions. Another 
member was to be a member of the 
Regional Planning Commission, the 
third an expert in public relations and 
social and economic development. 
The two additional members were 
suggested to be representatives of the 
Bureau of Reclamation and the Chief 
of Engineers. The jurisdiction of that 
agency included neither generation nor 
distribution, but the transmission of 
electric energy, control of power pro- 
duction at the Federal water-power 
works, and the control of resale rates. 


459 


Obviously, this proposal is somewhat 
similar to the set-up of the Central 
Electricity Board. The Natural Re- 
sources Committee concurred in the 
recommendation of the Planning Com- 
mission for the establishment of a new 
and separate Federal agency but limited 
the number of its members to three. 
Further, it recommended that the au- 
thority of the agency should include 
distribution of power. The desirability 
of a superpower or grid system was 
stressed. 


i ety was done about this pro- 
posal and the present attitude of 
the Secretary of Interior seems to be 
evidenced in a bill introduced in the 
House of Representatives on January 
3, 1941 (H. R. 977), by Representa- 
tive Hill of the state of Washington. 
This bill, which would create a Colum- 
bia Power Administration for the mar- 
keting of Bonneville power and other 
projects of the Columbia river basin, 
represents a shift away from local rep- 
resentation and local responsibility and 
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in the direction of control by one man, 
taking his orders from Washington, 
D. <. 

Here are a few things which the 
Hill bill would accomplish: 


(1) It would retain the present di- 
vided authority whereby the Columbia 
Power Administrator (displacing the 
present Bonneville Administrator) 
would market power while other agen- 
cies of the government would produce 
the power and operate other phases 
of the Federal projects ; 

(2) this power marketing would 
include Grand Coulee as well as 
Bonneville ; 

(3) the administrator would be 
given rights to condemn generating 
and distribution facilities ; 

(4) the administrator would be di- 
rected to sell such distribution facili- 
ties to public bodies or codperatives 
within six months, or as soon there- 
after as feasible; 

(5) however, the administrator 
might retain generating facilities if he 
thinks the sale of them is not for the 
best; 

(6) public power agencies and co- 
Operatives would be given a statutory 
preference as power customers ; 

(7) interchange of electric energy 
with private systems is permitted ; 

(8) condemnation would depend on 
local law; 

(9) some compensation for tax 
losses would be paid to the states and 
public subdivisions ; 

(10) rates would be based on amor- 
tization of project costs on terms de- 
termined by the Secretary of Interior, 
although no fixed minimum of elec- 
tricity would be required to be mar- 
keted by the administrator ; 

(11) advisory supervision from the 
War and Agriculture departments 
and the Federal Power Commission 
provided in the present Bonneville Act 
would be dropped entirely ; 

(12) the administrator would be au- 


APR. 10, 1941 





PUBLIC UTILITIES FORTNIGHTLY 


460 





thorized to issue $200,000,000 in 
bonds. 


} peeen this bill would make 
the Secretary of Interior, through 
his appointive subordinate, sole supe- 
rior of the Columbia basin projects. It 
might also be stated in passing that the 
tax provision in the Hill bill is far from 
adequate to compensate state and pub- 
lic subdivisions for present and future 
losses resulting from the replacement 
of privately owned tax-paying utilities. 
Further, states and subdivisions, now 
vested with the authority to fix the 
amount of taxes, will change their 
status to that of applicants whose 
claims will be dealt with in a rather 
peremptory procedure. 

Finally, the rate-fixing basis pro- 
vided under the bill would require rates 
to cover amortization payments on a 
definite investment; but such rates 
would depend on an indeterminable 
volume of output and an indefinite 
marketing schedule. The right of the 
administrator to operate his own gen- | 
erating facilities in competition with | 
production of plants for which he must | 
act as power sales manager is disturb- | 
ing. The continuation of separate man- | 
agement of production and distribution | 
may beaseriousadministrative handicap | 
for a newly created public organization. | 

Recent court decisions in condemna- | 
tion cases in the Columbia river basin 
are going to make it difficult for the | 
Columbia Administrator to acquire | 
local existing facilities, at particularly | 
low prices. But even assuming that the 
administrator, through negotiation, is } 
able to make such acquisitions at bar- | 
gain prices, the proposed rate set-up / 
would not seem to allow any margin | 
for pioneering expenses. 
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N° procedure is provided for 
straightening out possible con- 
flicts with the Chief of Army Engi- 
neers, who is in charge of operating 
the Bonneville project. There is no 
limit to the possible expansion that 
can be financed as the result of the pro- 
posed $200,000,000 bond issue author- 
ity. This would be a revolving fund, 
which is probably intended for use in 
establishing some of the public power 
districts that will float debentures of 
their own. As the purchase price of 
electric facilities, sold by the Columbia 
Power Administration to public bodies, 
will be paid, funds will become avail- 
able for new investments. 

And to come back to the home rule 
issue, there is no provision for local 
representation or local responsibility 
so characteristic of the British public 
authority bills. Already some evidence 
of discord along this line has become 
manifest. Seattle and Tacoma, in the 
state of Washington, have important 
city plants. These city-owned power 
plants represent substantial civic in- 
vestment. Some of the Portland busi- 
ness men fear industria! rate discrimi- 
nation. On January 31st of this year, 
the Northwest Public Power Associa- 
tion was formed at Tacoma, Washing- 
ton, by representatives of small pub- 
licly owned power systems of Oregon 
and Washington, who were frankly ap- 
prehensive of Bonneville electric power 
marketing policies. 

The new organization in a formal 
resolution demanded that marketing of 
Columbia river power be vested in a 
corporation controlled by a board of 
directors consisting mainly of ap- 


pointees from publicly owned systems 
operating their own electric power 
plants. The resolution called for a non- 
profit marketing agency to be estab- 
lished by Congress but locally con- 
trolled to circumvent the ‘“concentra- 
tion of control by Federal bodies not 
responsive to local bodies vitally af- 
fected thereby.” 


oe it would not dissipate 
this suspicion for the Secretary 
of Interior merely to appoint men from 
the states of Washington and Oregon 
to key positions in the proposed Co- 
lumbia Power Administration. Home 
rule patronage is not the same as home 
rule representation in administrative 
control. 

The evident solution for the quiet- 
ing of this unrest would be some ar- 
rangement similar to the British sys- 
tem for delegating control and re- 
sponsibility to local interests to the ex- 
tent of their participation in a com- 
mon function. So far, the Federal gov- 
ernment has refused to follow the com- 
mon European practice of allowing 
private interests to participate in com- 
mon enterprises for power supply or 
other business purposes. Probably un- 
der the constitutional set-up of the 
United States, there would be legal 
complications if this were attempted. 
But at any rate, even assuming the 
Federal government must confine its 
public power affiliations to public po- 
litical agencies, such alliances should 
at least take on some semblance of a 
partnership instead of a sort of Fed- 
eral superholding company system op- 
erated from the nation’s capital. 
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Canada’s Unfair Tax Exemption 
Of Publicly Owned Utilities 


With the war effort of the British Empire making 
unprecedented demands on all tax-paying private 
enterprise in the Dominion of Canada, there are 
renewed demands that the publicly owned utilities, 
principally in Ontario, should carry their share of 
the load through the elimination of tax exemption. 


By LAWRENCE B. JACK 


\ J iRTUAL tax exemption of pub- 
licly owned utilities in Canada 
works to the great disadvantage 
of privately owned concerns which 
must compete under the burden of this 
heavy cost item. Undeniably this has 
worked to the benefit of domestic con- 
sumers of electricity, but equally it has 
shifted a heavy burden to all taxpay- 
ers, among whom are all the privately 
owned utilities. Moreover, this action 
is opposed to practices in countries 
where public ownership of utilities has 
been long established. 


N Sweden, Denmark, Holland, Ger- 
many, and Great Britain public 
ownership has never been developed at 
the expense of private industry. In 
these countries publicly owned utilities 
are called upon to contribute to total 
governmental costs, either in the form 
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of tax payments or of profits. Rates 
are kept at levels competitive with pri- 
vate industry and customers are not 
conceded any advantage purely be- 
cause they participate in a socialized 
enterprise. In other words, govern- 
ments there do not use unfair methods 
of competition such as artificially re- 
ducing costs by claiming tax exemp- 
tion; rather, they insist that socialism 
in any field of activity shall pay its 
own way. 

Adequate tax statistics for Canadian 
utilities extend back only as far as 
1930, but this gives a reasonably good 
basis for comparison with other forms 
of taxation. Between 1931 and 1938 
capital invested in Quebec’s privately 
owned utilities rose from $488,348,629 
to $659,399,061, or 35 per cent; gross 
revenues increased from $40,779,377 
to $51,763,724, or 27 per cent. Taxes 
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on utilities, however, have risen out of 
all proportion to either of the increases 
cited. Table I shows the trend of taxes 
borne by private utility corporations 
in Quebec between 1930 and 1940. 
Evidently Dominion taxation has be- 
come by far the largest item and it is 
more likely to grow than not, because 
corporation and excess profits taxes are 
always heavily relied upon during a 
war emergency. At the same time both 
provincial and municipal levies in- 
creased spectacularly. On the other 
hand, publicly owned utilities’ tax pay- 
ments showed little increase over this 
period. 

Table II provides a summary ac- 
count of increases in taxation borne by 
Quebec’s private utilities compared 
with increases in other forms of taxa- 
tion and governmental revenues be- 
tween 1930 and either 1937 or 1939, 
the last years for which dependable 
statistics are available. Some of the 
comparisons are extremely striking. 
Thus, between 1930 and 1939 private 
utility taxes paid to the province rose 
326.5 per cent, whereas all corporation 
taxes increased only 169 per cent, and 
all provincial revenues only 49 per 


cent. The conclusion must be, there- 
fore, that corporations in general, and 
utilities in particular, have recently 
been forced to contribute dispropor- 
tionate amounts to provincial revenues. 
Again, municipal taxes paid by utilities 
(between 1930 and 1937) increased 
69 per cent as compared with a 6.5 per 
cent rise in real property taxes. 


O BVIOUSLY privately owned utilities 
in Quebec have recently been far 
more heavily taxed than any other 
forms of business or property. It must 
be assumed that discrimination hardly, 
if ever, enters into this picture. There 
remains the question whether it is in 
fact equitable to tax utilities on the 
same basis as other forms of corporate 
enterprise, but this theoretical discus- 
sion need not be taken up now. What 
is very much to the point, however, is 
that these disproportionately heavy 
tax burdens greatly modify the com- 
petitive position of private utilities 
because tax exemption lowers prime 
costs of government-owned concerns. 

It is difficult to determine the exact 
status of the Ontario Hydro-Electric 
Power Commission in regard to taxa- 
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TABLE I 
Utiritry TAx PAYMENTS IN QUEBEC 


1930 


$ 954,032 
10,103 


$ 433,251 
250 


Municipal 
Private corporations .... 
Public corporations 
Provincial 
Private corporations ... 
Public corporations 
Federal 
Private corporations .... 
Public corporations 
Total 
Private corporations .... 
Public corporations 


$1,351,042 
Nil 


$2,738,325 
10,353 


1935 


$1,584,262 
11,113 


$ 842,006 
Nil 


$1,661,933 
Nil 


1938 1940* 


$1,848,688 $2,400,000 
9,635 15,000 


$1,196,809 $2,200,000 
Nil Nil 
$6,000,000 
1,000 
sae $10,600,000 
1 


, ’ 


$2,483,422 
Nil 


$4,088,201 
11,113 


*Estimated—Source: Dominion Bureau of Statistics. 
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TABLE II 


INCREASES IN QUEBEC PRIVATE UtTiILity TAX PAYMENTS AND OTHER 
GovERNMENT REVENUES 


Private Real d 
Property Corporation 


Utility 


Taxes Taxes 


Municipal 


(1930-1937) .... 69% 6.5% 


Provincial 


(1930-1939) .... 326.5% 
Federal 


(1930-1939) .... 118% 


Total 
Taxes Taxes 


14.5% 17% 
169% 114.5% 49% 
74% 


Total Current 
Revenue 


Sources: Finances: Royal Commission on Dominion-Provincial Relations. 
Utility Taxes: Domin‘on Bureau of Statistics. 


tion. As far as municipal taxes are con- 
cerned, Hydro pays in respect only of 
the land it owns, but not on buildings 
or improvements, except in a few cases 
where the former are used as retail 
sales outlets. A microscopic sum is 
paid by way of taxes to the province 
and a relatively small amount to the 
Dominion government. Private util- 
ity enterprises, however, pay all the 
taxes the traffic will bear, just as in 
Quebec. Although over the last ten 
years private utilities averaged less 
than 20 per cent of total power and 
light revenues in Ontario, they paid 
anywhere from 55 per cent to 87 per 
cent of total utility tax payments to 
municipalities, virtually all provincial 
taxes, from 71 per cent to 100 per cent 
of Federal levies, and from 66 per 
cent to 92 per cent of the total going to 
all three levels of government. 


Hus, Hydro is extraordinarily 
favored in regard to taxes as com- 
pared with private concerns, and this 
advantage is shared chiefly by domes- 
tic consumers of electricity at the ex- 


1 Revised Statutes of Ontario, Vol. I, Chap. 


e 


pense of the general taxpayer. Table 
III shows the relative status of public 
and private utilities from 1925 to 1938 
with regard to revenues and taxes. 
While Hydro has steadily increased its 
proportion of total utility revenues in 
Ontario from 75 per cent to 81 per 
cent, its proportion of total utility tax 
payments has fluctuated between 20 
and 25 per cent, with the exception of 
the years 1930, 1931, and 1938, when 
they were slightly in excess of 30 per 
cent. What is really significant, how- 
ever, is the information conveyed by 
the ratios of taxes to gross revenues. 
Hydro’s taxes have not averaged even 
1 per cent of gross revenues, whereas 
for privately owned utilities this ratio 
amounts to nearly 10 per cent. Final- 
ly, the spread between the two levels 
of taxation is increasing. 

When it is said that some of Hydro’s 
rates are lower than private utility 
rates, the rebuttal is that the differen- 
tial in taxation provides at least a par- 
tial, if not the chief, explanation for 
the discrepancy. This is because tax 
savings are used partly to provide di- 
rect cuts in rates and partly to retire 
debt or build up reserves and surplus. 
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The latter, combined with the snow- 
balling effect of interest savings on re- 
tired debt, provides a basis for even 
lower power rates which in turn will 
provide a wider market and will thus 
maintain, or even increase, gross rev- 
enues. 

Identical considerations apply when 
comparison is made between Hydro’s 
rates and those of Quebec’s private 
utilities. It is always dangerous to at- 
tempt too exact a comparison between 
economic data existing in different 
governmental units or economic areas. 
Still, the tax differential is again so 
marked that it will go a long way to- 
ward explaining any existing rate dis- 
crepancies. The situation in Quebec as 
regards taxation of public and private 
utilities is comparable to that in On- 
tario, as shown in Table IV. 


r Quebec, however, private compa- 
nies had virtually all the business 
and collected from 95 to 97.5 per cent 
of total revenues. Even so, they paid a 
still higher proportion of total taxes, 
ranging from 99.4 to 99.8 per cent. 
The ratios between tax payments and 
gross revenues show that the same 
phenomenon of increasing taxes in 
comparison to gross revenues is pres- 
ent. Similarly, public enterprises are 


taxed at extremely low rates so that 
the spread between the two levels of 
taxation is roughly comparable. Cer- 
tainly a comparison between taxes on 
Hydro and those on Quebec private 
utilities shows that to a great extent 
the natural advantages which should 
be enjoyed by Quebec because of its 
more favorable power resources have 
been largely neutralized by Hydro’s 
tax exemption privileges. This is most 
glaringly evident when estimated taxes 
for 1940 are considered, for Quebec 
private utilities will pay out 17 per 
cent or more of gross revenue com- 
pared with only about 1 per cent to be 
paid by Hydro. 

In Table III the data giving differ- 
ences between tax rates on public and 
private utilities when measured in 
terms of percentages of gross revenue 
make it possible to estimate very 
roughly the tax savings enjoyed by 
Hydro. The basic assumption is only 
that it should have been taxed at the 
same rates as for private concerns. It 
is realized, of course, that there is no 
degree of finality in connection with 
this type of conclusions, nor can the 
data derived from its use be pressed 
to extreme conclusions. The fairly ob- 
vious mathematical formula adopted 
should serve, however, as at least a 
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TABLE III 
Urtitity TAXATION IN ONTARIO 


Gross Rev. ($000) 
Public Private 
Corps. Corps. 
(2) (3) 
$26,685 $ 8,603 
39,743 9,629 
43,232 10,303 
47,311 10,865 
55,193 12,675 


Public 
Corps. 
(4) 
$208 


Year 
(1) 
1925 
1930 
1935 
1938 
1940* 


Taxes ($000) 


Ratio: Taxes to Gross Revenue 
Private Public Private Difference 
Corps. Corps. Corps. (7)—(6) 
(5) (6) (7) (8) 
$ 829 ‘ 9.63% 8.85% 
875 4 9.10 8.05 
1,018 : 9.92 9.28 
1,202 11.06 10.05 
1,400 11.05 10.02 


*Estimated—Source: Central Electric Stations in Canada. 
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TABLE IV 
Utitity TAXATION IN QUEBEC 


Gross Rev. ($000) 
Public Private 
Corps. Corps. 
(2) (3) (4) 
$1,135 $21,630 $ 4 
1,422 41,779 10 
1,210 46,599 11 
1,496 51,764 10 
1,745 60,388 16 


Public 
Corps. 


1940* 


Taxes ($000) 


Ratio: Taxes to Gross Revenue 
Private Public Private Difference 
Corps. Corps. Corps. 

(5) (6) 7) 
$1,787 35% 
2,738 70 
4,088 91 
5,529 67 
10,600 92 


8.27% 

6.55 

8.78 
10.70 
17.55 


5.85 
7.87 
10.03 
16.63 


*Estimated—Source: Central Electric Stations in Canada. 
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reasonable approximation of tax sav- 
ings enjoyed by Hydro in the past. 


it is interesting to compare estimated 
tax savings with operating results 
of Hydro’s Niagara system. Table V 
(A) presents gross revenues from 
1926 to 1938, and cumulated tax sav- 
ings estimated on the assumption that 
Hydro made a clear gain equal to the 
difference between the ratios of taxes 
to gross revenues which obtain for pub- 
lic and private utilities, respectively. 
Interest has been allowed on tax sav- 
ings at the rate of 4 per cent, and this 
too has been cumulated. Hydro’s tax 
savings enable it to reduce capital lia- 
bilities and build up surpluses; there- 
fore, for the purpose of estimating 
both the gross amount of tax savings 
and their effects on Hydro’s financial 
set-up, interest can reasonably be in- 
cluded. The 4 per cent rate represents 
a rough average of present coupon 
rates on Hydro bonds, and rates of 
Ontario borrowings from 1926 until 
the time when Hydro borrowed on a 
separate basis. If anything, this is 
somewhat too conservative. 
Cumulated tax savings plus interest 
thereon amounted to over $38,000,000 
for the thirteen years under considera- 
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tion. In Table V (B) this amount is 
related to cumulated depreciation al- 
lowances, “other reserves,” debentures 
paid, and increases in operating sur- 
plus. The total of these is nearly $42,- 
000,000. It is not suggested that the 
whole of the increase in reserves, de- 
preciation, etc.—or even the $38,- 
000,000 increase equivalent to cumu- 
lated tax savings and interest thereon 
—resulted exclusively from the fact 
that Hydro’s Niagara system paid 
only nominal taxes. 


ee ee ee ee 
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However, since the ratio of net debt [7 
to assets fell from 58.5 per cent to [ 
24.4 per cent between 1926 and 1938, | 


it is certain that a portion of new capi- 
tal expenditure was financed out of 
current revenue and this is in addi- 


tion to the amounts of debt reduction. | 


It is obvious, of course, that reserves, 


surpluses, etc., would have increased in | 
the normal course of events coincident | 


with the increase in gross revenues. 


A GooD deal more certainty can be ; 


had when a departure is made 


from purely hypothetical considera- |] 
tions of estimated tax savings enjoyed [ 
by Hydro and a comparison is made | 
instead on an actual set of facts. In ; 
this case the financial development of | 
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the Montreal Tramways Company and 
the Toronto Transportation Commis- 
sion is analyzed for the period 1924- 
1938. Table VI (A) outlines changes 
during this period with regard to in- 
vestment and capital liabilities. Both 
companies increased their fixed assets 
(or investment) at dissimilar intervals, 
but at the end of the period roughly the 
same relationship existed between the 
two as there did in the beginning. On 
the other hand, the capital liabilities 
of the two companies diverged sharply, 
although both were only slightly in ex- 
cess of $43,000,000 in 1924. By 1938, 
while the Montreal Tramways Com- 
pany had increased its liabilities by 
nearly $12,000,000, the Toronto 
Transportation Commission had de- 
creased its liabilities nearly $20,000,- 
000. 

Again at least a partial explanation 
of this feature derives from the wide 
differential in taxes. Table VI (B) 
analyzes this factor, and it shows the 
cumulated amounts of taxes paid by 
the Montreal Company in excess of 
those paid by the Toronto concern. 
Again interest has been allowed on this 
differential, this time at the rate of 5 
per cent. The cumulated total of excess 
taxes paid by Montreal Tramways and 
interest thereon amounts to nearly 


$27,000,000, which compares with the 


spread of nearly $32,000,000 in 1938 
between the capital liabilities of both 
companies. 

It cannot be pretended that this is 
the only factor operating in this case. 
There are many reasons for tax differ- 
entials between cities in different politi- 
cal and geographical areas. It is very 
definitely to the point, however, that 
provincial and Federal taxes for the 
Toronto Transportation Commission 
have been relatively negligible through- 
out this period, and even its municipal 
taxes have been infinitely lower. A case 
study like this serves very well to em- 
phasize the very important advantage 
accruing to publicly owned utilities as 
compared with private concerns that 
must operate under the handicap of a 
full tax load. 


| pega the same sort of estimate 
that was used in connection with 
the Niagara system of Hydro can be 
used to approximate tax savings en- 
joyed by the whole Hydro system be- 
tween 1925 and 1938. The results are 
summarized in Table VII and they 
suggest that for the 14-year period at 
least $65,000,000 was saved, repre- 
senting about 12 per cent of total gross 
revenues. When the problem is looked 
at in this light it is evident that a con- 
siderable burden is being carried by 
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TABLE V (A) 
Nracara System oF Hypro: Tax AND INTEREST SAVING SINcE 1926 ($000) 


Gross 
Revenue 
(2) (3) 


Year 


Cumulated 
Tax Savings 


Cumulated Interest 
at 4% on 
Tax Savings 
4 


Total Tax Savings 
and Interest 
5 


$19,461 $ 1,864 
24,831 9,480 
26,192 19,254 

31,523 
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$ 1,824 
10,201 
22,022 
38,089 
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721 
2,768 
6566 
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TABLE V (B) 


NIAGARA SYSTEM OF Hypro: CUMULATIVE INCREASES IN 
RESERVES, ETC., SINCE 1926 ($000) 


Deben- 
tures 
Paid 

(4) 

$ 928 
5,284 

13,962 

22,641 


Depre- 

ciation Other 
Year Allowances Reserves 
(1) (2) (3) 
1926 $ 560 $ 222 
1930 3,477 250 
1934 7,092 449 
1938 11,158 1,161 


Operating 


Tax Savings Ratio: 

& Interest Net Debt 

Thereon to Assets 

(7) (8) 
$ 1,824 58.5% 

10,201 49.1 
22,022 38.7 
38,089 24.4 


Total 
(6) 

$ 1,871 

13,968 

25,776 

41,801 


Surplus 
(5) 
$ 605 
4,975 
4,273 
6,841 
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other municipal and provincial tax- 
payers in Ontario and Dominion tax- 
payers all over Canada. Alternatively, 
if it is stated that no tax burdens were 
shifted, the only conclusion that can 
be drawn is that all governmental rev- 
enues were decreased below what they 
might have been by at least this 
amount. Neither is satisfactory nor 
equitable. If we look at this sum in an- 
other way we see that it amounts to 8 
per cent of all current revenues in On- 
tario for the period and to 14.5 per 
cent of tax revenues. Admittedly, had 
taxation in Ontario on Hydro proper- 
ties and income been levied in the same 
proportions as in Quebec, only about 
25 per cent of this total amount would 
have accrued to the province. Still, 
these percentage figures emphasize the 
relative importance of tax exemption 
enjoyed by this portion of Canada’s 
publicly owned power properties. 
.’ is true that to tax publicly owned 
utilities might result in imposing 
somewhat heavier burdens on their cus- 
tomers. The chief pointis, however, that 
in the past they have avoided their full 
share of governmental costs as com- 
pared with customers of privately 
owned utilities, which must pass tax 
costs on to the ultimate consumer as 
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far as they are able. Taxation of pub- f 
licly owned utilities at going rates for 
private concerns would thus result only f 
in a leveling process. It would, in fact, 
produce equality of sacrifice among f 
consumers of electricity throughout f 
the Dominion, and insure that all f 
would contribute to necessary govern- 
mental costs in the same measure. i 
i there is any doubt, however, that 

taxes on private utilities affect rates f 
in an upward direction, or, conversely, fF 
that virtual tax exemption enjoyed by [ 
publicly owned utilities permits very FF 
low rates and shifts tax burdens to f 
other classes of taxpayers, it should be F 
dispelled by the following statements [ 
of officials intimately concerned with fF 
the Ontario Hydro-Electric Power fF 
Commission. a 

Speaking before the Ontario Mu- 
nicipal Electric Association on July 5, 9 
1939, Dr. Thomas H. Hogg, the pres- [7 
ent chairman of Hydro, said: : 


Do not be misled by any statements or [7 
arguments purporting to show that addi- 


tional taxation of the commission’s proper- 7 


ties or of municipal utilities will have no F 
effect on the cost of power for the consumer. F 


The users of electric energy pay the cost F 


of their service. . . . If additional municipal 
taxes are levied on Hydro properties over 
and above the $400,000 now paid by the 


Provincial Commission, thereby increasing 


the wholesale cost of power as well as the 
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cost of municipal operations, the consumers 
will surely pay those extra charges.2 


On September 4, 1936, Stewart 
Lyon, the chairman who preceded Dr. 
Hogg, said that proposed legislation 
designed to impose added taxation on 
Hydro properties would mean an ad- 
ditional drain on provincial Hydro- 
Electric revenues of about $6,000,000 
and an increase in Hydro rates 
throughout the province of about 20 
per cent. 

In addition, local hydro plants 
would pay taxes of about $2,700,000 
on their distributing plants, bringing 
the total levy to $8,700,000. He ad- 
mitted that power consumers “today 
pay their taxes largely in the form of 
rent.”* (In other words, tax ex- 
emption of utilities in the municipal 
field has resulted only in shifting their 
tax burden to the general taxpayer, 
some of whom, of course, but not nec- 
essarily all, are in fact power consum- 
ers. ) 


N October 31, 1936, former At- 
torney General Roebuck of On- 
tario declared that full municipal taxes 
on Hydro’s property and business 


2 Reported in the Ottawa Evening Journal, 
July 5, 1939. 

8 Reported in the Toronto Daily Star, Sep- 
tember 4, 1936. 


e 


would relieve the general taxpayer of 
a $12,000,000 burden.* (A consider- 
able increase over Mr. Lyon’s esti- 
mate. ) 

On the other hand, the former Min- 
ister of Welfare and Municipal Affairs 
in Ontario, the Honorable David A. 
Croll, on April 18, 1936, stated that he 
felt “deeply concerned with the effects 
upon municipalities of Hydro’s exemp- 
tion from taxation.” He added, “I my- 
self see no valid reason why Hydro 
should escape this taxation. It is time, 
in my view, that we reviewed our policy 
in this respect, that we canvassed the 
situation in the light of existing con- 
ditions and not merely followed the 
lines laid down long ago in the days of 
Hydro’s infancy.” ® 

None of the first three statements 
can be taken at face value because in 
all likelihood Hydro officials over- 
stated the amount of tax exemption en- 
joyed by the commission in order to 
deter voters, who were also electricity 
consumers, from supporting the new 
tax proposals. On the other hand, they 
were bland admissions that in fact Hy- 
dro rates had little relation to what 
they would normally be if all usually 


4Reported in the Canadian Financial Bu- 
reau, October 31, 1936. 

5 Reported in the Montreal Gazette, April 
18, 1936. 


TABLE VI (A) 
MontTREAL TRAMWAYS COMPANY AND THE TORONTO TRANSPORTATION COMMISSION : 
INVESTMENT AND CapItaL Liasi.ities ($000) 


Investment or Fixed Assets 
MOT Ge. F.2 26 
(2) (3) 
$45,665 $43,511 
56,356 48,812 
60,644 51,415 
60,200 55,278 


Year 


1938 


omm. Difference 
(4) 

$2,154 
7,544 
9,229 
4,922 


Capital Liabilities 
M.T.Co. T.T.Comm. Difference 
(5) (6) (7) 
$43,002 $43,020 
51,174 36,907 
55,476 29,490 
54,990 23,370 


Source: Statistics of Electric Railways in Canada. 
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TABLE VI (B) 
MontTREAL TRAMWAYS COMPANY AND THE TORONTO TRANSPORTATION COMMISSION : 
EFFects OF RELATIVE TAX PAYMENTS ($000) 


Cumulated Excess Cumulated Interest 
on Excess Taxes 


Taxes Paid by 
M.T. Co. 
(2) 
$ 1,908 

9,873 
15,379 
19,121 


Year 
(1) 
1924 
1929 
1934 
1938 


at 5% 
(3) 
—— 
1,264 
4,334 
7,673 


Sources: Taxes paid by T 


M.T. Co.’s Excess 
Capital 
Total Liabilities 
(4) 

$ 1,908 
11,137 
19,713 
26,794 


$ cae 
14,267 
25,986 
31,620 


.T. Comm.—Statistics of Electric Railways in Canada. 


Taxes paid by M.T. Co.—Supplied by company. 


accepted costs were to be taken into 
consideration when rate calculations 
were made. They also included the ad- 
mission that Hydro’s tax exemption 
feature merely shifts the tax burden, 
and that to this extent the general tax- 
payer subsidizes the consumer of elec- 
tricity. In one respect, however, the 
case is understated because the esti- 


mates of tax exemption dealt only with 
municipal levies. Had Dominion and 
provincial taxation at going rates for 
ordinary private business been consid- 
ered, the degree of overstatement 
would be seen to be much less. 


HE sum of the four statements in 

the preceding section is that tax 
exemption does, indeed, give Hydro’s 
customers a differential advantage over 
a privately owned utility’s customers, 
but, on the other hand, that govern- 
mental agencies (in this case Ontario 
municipalities) are deprived of reve- 
nues that they badly need. If this is 
true of municipal governments, it is 
obviously much more true of the Fed- 
eral government now that it is faced 
with such heavy war burdens. Several 
agencies, some of which have been di- 
rectly interested and others entirely ob- 
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jective, have pronounced upon the tax 
exemption features of government- 
owned utilities. 

At the 1940 annual convention of 
the Ontario Municipal Association the 
problem of Hydro’s tax exemption 
was brought up once more. It was said 
there that: 


Every business, whether publicly or pri- 
vately owned, should stand on its own feet. 
When we exempt the property of our hydro- 
electric, waterworks, and municipal railway 
and bus systems, we are in fact subsidizing 
them from the pockets of other property 
owners who are forced thereby to pay more 
than their share. Property taxation is a 
proper charge against the income of these 
utilities, and city councils should not suffer 
loss of revenue in order that utilities com- 
missions can operate at low rates.§ 


As a result of the ensuing discussion 
a resolution was passed by the conven- 
tion to the following effect: 


No. 35. From the Assessors’ Section: 

“Ist. That the Provincial Legislature be 
asked to amend the Assessment Act and the 
Hydro-Electric Power Commission Act so 
that public utilities be taxed on the same 


basis as other property”; .. .7 
9 ( ‘HE association has proceeded fur- 
ther in a series of studies on tax- 
exempt property, with the end in view 
6 Ontario Municipal Association, Convention 


Proceedings, p. 1 
7 Ibid, p. 179. 
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of obtaining the amendments men- 
tioned in the resolution just cited. Two 
illustrations taken from the brief pre- 
pared in Toronto justify the associa- 
tion’s position. It is pointed out that 
with regard to the Toronto Transpor- 
tation Commission the 1935 assess- 
ment of $2,500,000 would be increased 
to $13,700,000 if placed on the same 
basis as private utilities, and the city 
of Toronto would enjoy increased tax 
revenue of at least $383,000 annually. 
The second example was the Toronto 
Hydro-Electric system which was 
taxed in 1935 on an assessment of only 
$1,100,000, whereas if privately owned 
the assessment would have been $10,- 
300,000, yielding increased revenue to 
the city amounting to $316,000.* 

The Royal Commission on Domin- 
ion-Provincial Relations was evidently 
of the same mind as the members of 


the Ontario Municipal Association. In 


the chapter on “Municipal Finance’? 


the following quotation appears under 
the heading, “Tax Exempt Crown 
Property” : 

It was also complained to the commis- 


sion 10 that it was unjust to exempt Crown 
property from taxation when that property 


8 Reported in the Montreal Gazette, Novem- 
ber 26, 1940. 

9 Report of the Royal Commission on Do- 
minion-Provincial Relations, Book II, pp. 137- 
149. 

10 See p. 15 of 20-page summary. 


was being used for some normal commercial 
purpose, such as electric power distribution, 
and would, if in private hands, be taxable; 
or when it was being used in a profit-making 
commercial enterprise, such as a provincial 
liquor store. The commission suggests that 
such property should be subject to taxation 
on the same terms as that of private enter- 
prises.11 
There is ample precedent for the 
commission’s views in the practices of 
other countries regarding taxation of 
government-owned properties. A spe- 
cific example is provided by the Ten- 
nessee Valley Authority where the 
management has taken a stand wholly 
opposed to that observed by Hydro’s 
management. Innumerable statements 
have been made to the effect that 
TVA’s objective of increasing domes- 
tic and rural use of electricity (the 
identical objective that Hydro’s man- 
agement has in mind) does not contem- 
plate a government subsidy to consum- 
ers. Therefore sales of electricity, after 
an initial developmental period, must 
be made at prices which cover all costs, 
and these of course include taxes.” 


N the case of TVA, the original act 
provided for payment of 5 per cent 

of gross revenues in lieu of taxes to 
the states in which it operated. When 


11 Report, Book II, p. 146. 
12 David Lilienthal, Director of TVA, “A 
Five-Point Program for the Electrification of 


America,” speech at Atlanta, Ga., November 
10, 1933. 


TABLE VII 
Hypro Tax Savincs, 1925-1938 ($000) 


Gross 
Revenue 


Cumulated 
Tax Saving 


Cumulated Interest 
On Tax Saving 


at 4% Total 


$26,685 
39,743 
43,232 
47,311 


$ 2,591 $ — $ 2,591 
19,273 


17,625 , 
37,180 6,728 43,908 
11,831 65,096 


53,265 
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it was found, however, that this did 
not work equitably, the Norris-Spark- 
man Bill * was introduced in the Senate 
early in 1940 on the recommendation 
of TVA’s directors. This provided 
that TVA should pay to the states in 
which it operates 10 per cent of its 
gross power revenues, or double the 
original amount. It is especially to be 
noted that this bill provided that pay- 
ment be made by TVA to each state 
in an amount at least equal to total state 
and municipal property taxes previ- 
ously levied against property now 
owned by the authority. Further, 
municipal and cooperative distributing 
associations which operate under TVA 
must pay to states and municipal au- 
thorities where they are located all the 
taxes which are paid by any private 
corporation or cooperative organiza- 
tion.’* 


it is evident that TVA’s manage- 
ment respects the taxing rights of 
states and municipalities in which it 
operates, and, further, that it in- 
tend its customers to foot the neces- 
sary bills. 

The conclusion must be that, as com- 
pared with TVA, publicly owned utili- 
ties in Canada are derelict in their duty 
to support governmental enterprise 
conceived in its widest sense. If TVA, 
a Federal creation, is fair in regard to 
tax demands of state and municipal 
governments, it follows that Hydro, a 
provincial enterprise, should be equally 
solicitous of tax rights of the Federal 
and all municipal governments. 


1876th Congress, Senate Bill No. 2925; 
passed Senate April 30, 1940. 


14 Evidence of H. A. Morgan, Chairman of 
bee Congressional Record, January 4, 1940, 
p. 105. 


— if the Ontario provincial 
government should wish to deny 
legitimate tax rights to its municipali- 
ties, it should not be allowed to do so 
with regard to the Federal authority. 
Tax losses to Ontario municipalities 
by reason of Hydro’s tax exemption 
affect only Ontario taxpayers and may 
thus be considered a matter of local 
importance only. Tax losses to the Fed- 
eral government arising from the 
same source, however, are quite an- 
other thing, for they affect extra pro- 
vincial taxpayers. In other words, to 
the extent that Hydro (and ultimately 
Ontario consumers of electricity) is 
virtually free from Dominion taxation, 
all Dominion taxpayers must make up 
the loss through some other levy, and 
only a fraction of these reside in On- 
tario. 


It seems evident, therefore, that 
there is no good reason for Hydro to 
be partially exempt from municipal 
taxation, and almost wholly exempt 
from Federal taxation—which consti- 
tutes the heaviest charge borne by pri- 
vate companies. It should not be too 
difficult, moreover, to find an equitable 
basis for charging taxes against pub- 
licly owned utilities, so that they would 
bear the same load as private com- 
panies. Some modification of a Fed- 
eral gross income tax—e. g., a tax on 
gross income, less operating expenses— 
plus full municipal taxation, would 
largely remove existing inequities. By 
this means customers of publicly owned 
utilities would more nearly pay a proper 
share of governmental expenses and the 
competitive position of industries in 
provinces that retain private ownership 
of utilities would be restored to a nat- 
ural basis. 
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A Ready-made Aircraft 
Warning System 


How the Pacific Gas & Electric Company by virtue 

of its position and facilities is able to offer direct 

and instantaneous military assistance to our armed 
forces in the event of an enemy attack. 


By CHARLES F. BERRY 


N matters of national defense the 
willingness of public utilities to 
cooperate is unquestioned. One 

could hardly expect, however, that a 
utility company, furnishing its terri- 
tory with power and light in time of 
peace, could offer more than power and 
light and men in time of war. Yet, the 
Pacific Gas & Electric Company, by 
virtue of its position and facilities, of- 
fers direct and instantaneous military 
assistance to our armed forces in the 
event of an enemy attack. 


ies years ago, long before the na- 
tion awoke suddenly to rearma- 
ment consciousness, officials of the 
PG&E were conferring with Army offi- 
cers regarding air protection and war- 
time communication in the wide area 
of central and northern California 
served by that company. Many of the 
utility firm’s technicians who served 
with the signal companies and other 


units of the National Guard under- 
stood the problem and saw that in case 
of national emergency the PG&E 
might perform an outstanding service 
for the protection of a million custom- 
ers and their families in the area. 

As is well known, one of our greatest 
weaknesses of defense is the lack of 
antiaircraft protection, particularly on 
the West coast. Here are military and 
naval bases and industries vital to the 
nation’s safety, yet our Pacific coast 
air defenses are so pitiably weak as to 
be practically nonexistent—a few 
units of antiaircraft batteries and 
searchlight crews scattered among a 
half-dozen ports. Unless our own in- 
sufficient combat planes could be 
warned in time to ward off the attack, 
hostile bombers could paralyze the 
coasts. Since the Army had no aircraft 
warning service of its own, notification 
of the presence of enemy planes must 
come from the civilian population. 
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HE idea of the Civilian Aircraft 
Warning Service for the San 
Francisco region came from the anti- 
aircraft officers of the 9th Coast Ar- 
tillery District. Looking for a nucleus 
for their volunteer organization, the 
Army men naturally turned to the PG- 
&E with its own ready-made system. 
Here was a great utility empire with 
an interstation communication system 
connecting a 700-mile front with the 
home office at San Francisco. With the 
first sign of hostilities the whole PG&E 
communications’ network, including 
7,500 miles of private telephone line, 
could be turned over to the Army. Not 
only might such a system give air at- 
tack warning to the 770 cities and 
towns served by the company in cen- 
tral and northern California, but it 
might save highly vulnerable military 
targets from sudden aerial destruction. 
Copied after England’s Aircraft Ob- 
servers Corps, the volunteer Aircraft 
Warning Service was organized and 
put into initial maneuvers during aerial 
war games in August, 1939, using 
PG&E facilities as the backbone of the 
system. Headquarters for the Air 
Warning Service were established in 
the Pacific Gas & Electric Company’s 
own auditorium in San Francisco, 
where a control board was installed. 
Gathered around an 8-by-12-foot elec- 
trified map of California, built in the 
PG&E shops, Army officers waited for 
reports from outlying observers. As 
the messages came into the near-by cen- 
tral telephone switchboard, the course 
of “hostile” planes was traced on the 
map by tiny colored light bulbs. 
As soon as this chartered course in- 
dicated the mission of the “enemy” 
bombers, dispatchers, who sat by di- 
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rect wires to Hamilton Field, March 
Field, and other aviation bases, called 
for intercepter planes to ward off the 
attack. 


N the initial maneuvers of 1939 and 
the aerial war games held during 
the past year the civilian organization 
proved unusually efficient. Previous to 
the war practice the volunteer observ- 
ers were given Army instruction on the 
detection of planes, recognition of fast- 
flying silhouettes, and estimation of 
speed, altitude, and direction. 

Ready to aid our country in national 
defense were 12,000 employees of the 
power corporation, many of them al- 
ready guardsmen or reserve officers. 
Most useful to the Aircraft Warning 
Service, however, were the communi- 
cations experts, power-house crews 
and linemen operating from the out- 
lying stations extending from the foot- 
hills of Mt. Lassen to Tehachapi, 500 
miles to the south. 

Coéperating with the Army in addi- 
tion to the utility company employees 
were railroad workers, Legionnaires, 
amateur radio operators, forest rang- 
ers, and park service employees. Ex- 
tending their observation front hun- 
dreds of miles from the metropolitan 
center of San Francisco, these volun- 
teers established a chain that no enemy 
plane could penetrate without being de- 
tected. To complete the circle, the 
Navy, Coast Guard, and lighthouse 
service cooperated to give protection 
from the sea. 


Ww" unbelievable speed, reports 
of “enemy” flights came in over 
the company wire from Eureka, Pit 
River, Yuba, Mokelumne, Friant—in 
fact from every corner of the PG&E 
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A READY-MADE AIRCRAFT WARNING SYSTEM 








Antiaircraft Protection 


“... one of our greatest weaknesses of defense is the lack of antiaircraft 

protection, particularly on the West coast. Here are military and naval 

bases and industries vital to the nation’s safety, yet our Pacific coast air 

defenses are so pitiably weak as to be practically nonexistent—a few units 

of antiaircraft batteries and searchlight crews scattered among a half- 
dozen ports.” 





territory. So accurate were these re- 
ports that Army officers directing the 
antiaircraft “defense” from the PG&E 
auditorium were able to chart second 
by second the exact course of all “hos- 
tile’ planes engaged in the maneuvers. 

In mock war, signalmen, section 
foremen, and other workers of the 
Southern Pacific used the railroad tele- 
graph line to convey their reports, 
which were relayed from the railroad 
headquarters by direct wire to the cen- 
tral control room. Fire look-outs of 
the park and forest service used their 
own lines connecting with the PG&E 
auditorium by Bell telephone. Legion- 
naires and members of the Army ama- 
teur radio service used their own radio 
receiving station, relaying messages by 
telephone. The lighthouse service came 
in on a telephone hook-up, while the 
Coast Guard and Navy headquarters 
relayed wireless reports by direct tele- 
phone service. 

During the games, the “enemy” 
ships covered the whole territory from 


all directions, thus giving all members 
of the volunteer organization actual 
practice in air-war observation work. 
From every post and every station in 
the whole vast PG&E system, reports 
poured into the control station of 
bomber squadrons bent on destructive 
missions. In actual combat these re- 
ports might have saved from annihila- 
tion the airplane factories and vast oil 
reserves at Los Angeles, the Navy ar- 
senal in Hawthorne, Nevada, the air- 
plane repair depot at Sacramento, and 
various other military targets. 


ie the progress of these games com- 
munication lines were “bombed” by 
the “enemy” which only further proved 
the value of the PG&E’s intercom- 
munication system to national defense. 
In many instances, the utility com- 
pany’s private telephone lines run 
parallel to the Bell system. While large 
sections of either or both lines might 
be destroyed by demolition bombs in 
time of war, repair crews, by inter- 
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lacing standing lines of the two sys- 
tems, might get messages through on 
emergency hook-ups. 

One feature of the PG&E facilities 
that is likely to prove of inestimable 
value in future aerial games is the 2- 
way radio repair cars operating out of 
Caribou station in the Sierra Nevada 
mountains. Two such trucks equipped 
with 50-watt sets cover a wide terri- 
tory while keeping in constant touch 
with the station. In observation work 
the station operator receiving a radio 
message has only to pick up his tele- 
phone to be in touch with the central 
control board in San Francisco. 

Probably no other corporation in 


the United States could offer such a 
ready-made warning service. With its 
40 hydroelectric plants, its 450 substa- 
tions, its 55 mountain look-outs, and 
its repair crews patrolling 50,000 miles 
of transmission and distribution lines, 
the PG&E has an immediately avail- 
able observation organization constant- 
ly stationed throughout the utility em- 
pire. 

With its private telephone wire 
connecting these observation posts di- 
rectly with the home office of the com- 
pany, the system provides a communi- 
cation network comparable with the 
best devised aircraft warning systems 
of the belligerent nations. 





British Utilities under Siege 


“C= of the surprises of the Blitzkrieg has been the ability of public 
utilities to take punishment and still keep going. When I left London, 
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late in January, every railway station was functioning more or less as in 
time of peace. The 20-odd bridges over the Thames were all open. Thousands 
of double-deck busses wound through the twisted streets just as they have 
done for the past thirty years. Although 150,000 people nightly crowded into 
the tubes to sleep, service was being maintained, on all lines... . 


“There have been occasional interruptions to the gas service in London, 
usually on a localized basis. Once in a great while the people have had to go 
around the block to get water. Generally speaking, however, the supply of 
water, gas, and electricity has not been seriously affected in the London area. 








“At the American Embassy, for example, I recall only one interruption to 
the supply of electricity. That resulted from a hit on a subpower station 
in the vicinity. The current was off for just half a minute, the time required 
to change from one grid to another. 


“The telephone service, which was rather badly banged up at the be- 
ginning of the Blitz, is now back almost to normal. There are some restric- 
tions on long-distance calls, but local calls are put through without undue 
delay.... The telephone service in England has always been a bit slow. It 
is not appreciably slower since the war. 


“Telegrams, which in England are handled by the Post Office Department, 
can be sent as usual. Commuting husbands still wire their wives to meet the 
5:48 from Victoria. You can still send—or could when I left late in Janu- 
ary, 1941—‘canned’ greetings suitable for any occasion.’ 


—Harvey Kiemme_r, United States Embassy attaché, 
Writing in The National Geographic Magazine. 
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Communication 


o lessen the danger of information 
leaks within the Navy Department, 


| the new telephone directory of the de- 
+ partment warns users to observe ten 


| 


specific suggestions to that end. All long- 
distance and outside calls must be an- 
swered from the telephone over which 
the call originated, the practice of having 
clerks or stenographers answer incoming 
calls is frowned upon, while calls to other 
government departments or agencies 
must be by name and not by number. 
The suggestions are printed one at the 

bottom of each page of the directory in 
large letters. They are: 

Careless talk costs lives. 

Do you know who is listening? 

Beware of inquisitive friends. 

Do not use telephone for secrets. 

Keep your own counsel. 

Idle words may reveal vital information. 

Walls have ears. 

Gossip is faster than radio. 

Do not repeat rumors. 

Loose words may lose ships. 


Under the heading “General Instruc- 
tions,” the department warns that all 
calls to government departments includ- 
ing “naval activities in the vicinity of 
Washington, D. C.,” must be called by 
name and not by numbers. 

A “special notice” states that long- 
distance and outside local calls must be 
answered from the telephone over which 
the call is placed. 

Finally, it is suggested that persons 
answering a telephone call “give the 
name of the office and the party answer- 
ing, in the order named rather than by 
saying ‘Hello.’ ” 
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HE tangle resulting from the ad- 

ministration’s attempt to gain wire- 
tapping powers for its law-enforcement 
wing grew more tangled on March 21st 
as James L. Fly, Federal Communica- 
tions Commission chairman, took issue 
with Attorney General Robert H. Jack- 
son’s interpretation of existing law on 
the subject. 

Mr. Fly, a former Naval officer, Naval 
Academy product, and Harvard law 
graduate, told the House Judiciary Com- 
mittee in executive session, according to 
members, that for six and a half years 
wire tapping had been banned as a felony 
subject to two years’ imprisonment and 
$10,000 fine under the Federal Com- 
munications Act which he administers. 
(The committee on March 28th reported 
out favorably a much modified form of 
the so-called Hobbs bill.) 

Members of the committee expressed 
surprise at Mr. Fly’s testimony and ques- 
tioned him closely on the point, they said, 
because they had been led by Attorney 
General Jackson to believe there was no 
statutory ban against wire tapping. The 
Attorney General had stressed that con- 
tention in oral testimony a few days be- 
fore and reaffirmed it in an open letter 
to the committee on March 20th. 

“Any person, with no risk of penalty 
may tap telephone wires and eavesdrop 
on his competitor, employer, workmen, 
or others and act upon what he hears or 
make any use of it that does not involve 
divulging or publication,” the Attorney 
General wrote. 

Mr. Fly’s contrary testimony—reluc- 
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tantly given and only in response to re- 
peated questions, according to commit- 
tee members—was based on § 605 of the 
Federal Communications Act of June, 
1934. It says in part: 
. .. mo person not being entitled thereto shall 
receive or assist in receiving any interstate 
or foreign communication by wire or radio 
and use the same or any information therein 
contained for his own benefit or for the 
benefit of another not entitled thereto; . 


Preceding parts of the section merely 
make plain that the law is not intended 
to apply to the normal transmission of 
messages by communications company 
employees to the persons to whom the 
messages are addressed or to courts of 
competent jurisdiction which have sub- 
poenaed the messages. The section in 
question also stipulates that 

. . » ho person having received such inter- 
cepted communication or having become ac- 
quainted with the contents, substance, pur- 
port, effect, or meaning of the same or any 
part thereof, knowing that such information 
was so obtained [by wire tapping or other 
illegal means of interception], shall divulge 
or publish the existence, contents, substance, 
purport, effect, or meaning of the same or 
any part thereof, or use the same or any in- 
formation therein contained for his own 
benefit or for the benefit of another not en- 
titled thereto: ... 


* * * X 


Ox speaker called for conservatism 

in utility expansion and another for 
balanced governmental budgets at the 
annual convention of the Wisconsin Lo- 
cally Owned Telephone Group held in 
Madison last month. 

Robert A. Nixon, of the state public 
service commission, urged utilities to be 
“cautious and conservative” in expand- 
ing during the defense boom. Addressing 
the dinner meeting, Paul N. Reynolds, 
director of the Wisconsin Taxpayers’ 
Alliance, flayed “too easy relief” and 
called for taxes to balance expenditures. 

John Allen, Milton Junction; Dave 
Peterson, Medford; and R. G. Peterson, 
Wittenberg, were elected new directors 
of the group. Charles A. Blair, Boscobel ; 
John Welch, Mt. Hope; and L. M. Lam- 
kins, Manawa, were reélected. 

Nixon spoke at the opening session at- 
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tended by more than fifty delegates of 
small telephone companies. “So far as 
the economic welfare of the country is 
concerned, we are now in the war,” he 
said, “and serious problems are bound 
to come with the depression aftermath.” 

Nixon advised utility companies to 
maintain sound financial structures, 
avoid heavy borrowing, and declare divi- 
dends conservatively. He urged cultiva- 
tion of the residential consumer, citing 
figures to show that home users of tele- 
phones and electricity were more stable 
than business groups in the last depres- § 
sion. 

Citizens have not been helpful in bal- 
ancing the state budget because “we 
don’t like to pay enough taxes to meet 
our expenditures,” Reynolds told repre- 
sentatives. He condemned present relief 
policies, stating that many men are not 
willing to work because “relief is so at- 
tractive.” 


* * *K * 


AGE increases have been granted or 
were in the process of being 
granted to 25,000 telephone employees in F 
the New York city area, it became known FF 
on March 21st. An additional group of f 
10,000 employees will benefit through f 
the raising of “ceilings” in all wage 
classifications, but their increases will FF 
not become effective immediately. 
As a result of negotiations between the F 
New York Telephone Company and the F 
United Telephone Organizations, an in- F 
dependent union, 7,000 workers in the ff 
company’s plant department would re- f 
ceive $1 to $3 more each week, effective fF 
as of March 16th. Henry Mayer, coun- f 
sel for the UTO, estimated that the in- 7 
crease would total $1,250,000 a year. 
He announced that the Federation of F 
Long-Lines Telephone Workers, another 
independent group, had won wage in- 
creases of $800,000 annually for 5,000 
New York employees in the Long Lines 
division of the American Telephone and 
Telegraph Company. For 3,000 plant de- 
partment workers the average weekly 
pay rise would be $3 and for 2,000 tele- 
phone operators the average would be 
$2, Mr. Mayer said. 
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Meanwhile, other associations repre- 
senting New York Telephone Company 
employees have been bargaining for more 
pay, it was learned. Although these nego- 
tiations were still incomplete, it was re- 
ported authoritatively that upward re- 
vision of scales was in prospect for all 
employee classifications. 

The wage increase granted in the local 
plant department was subject to rati- 
fication in a referendum among the 9,- 
000 UTO members in New York city, 
but Mr. Mayer said he was certain it 
would be approved. Under the new pay 
| schedule, maximums for each work craft 
have been advanced and intermediate pay 
scales have gone up proportionately so 
that workers now receiving the top wage 
for their craft will enjoy an immediate 
increase and others will benefit as they 
reach each upward step in the wage-pro- 
gression scale. 


N its conferences with the company, 
Mr. Mayer said, the UTO had taken 
the view that employees of a public util- 
ity should rely on methods other than the 
threat of strike or economic force to win 
| their ends. He said the negotiations had 
been conducted in a spirit of complete 
amity and that there had been no neces- 
sity for calling in outside mediators. 
The regular contract between the com- 
pany and the union does not expire until 
f July 15th, Mr. Mayer said, but the UTO 
| insisted that wage standards be revised 
| before that date because of rising living 
costs. Company officials said they could 
§ not estimate the total cost of the in- 
creases contemplated in other classifica- 
tions until negotiations were finished. 


* * *K * 


| gaorengir standardization and author- 
ization of television broadcasting was 
urged by all the witnesses at the March 
24th final hearing before the Federal 
Communications Commission. The radio 
industry is ready to go ahead, its repre- 
sentatives assured the commission, but 
before anything can be done, it must have 
definite standards and authority to pro- 
ceed, and a known date on which tele- 
vision broadcasting is to be placed on a 
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commercial basis. An interval between 
authorization and effective operation is 
essential if commercial broadcasting is to 
“get off to a good start,” the witnesses 
told the commission. 

Previously the date had been fixed as 
last September Ist, but the date was later 
withdrawn. The refusal of any witness 
to name a date, or to assert his willing- 
ness to begin commercialized broadcast- 
ing without any delay, was characterized 
as illogical by FCC Chairman Fly, in 
view of their protests at the cancellation 
of its “green light” order last year. 

Taking issue especially with the atti- 
tude of the National Broadcasting Com- 
pany, as stated by its representatives, Mr. 
Fly demanded “why not now,” and was 
told in reply by A. H. Morton and Dr. 
C. B. Jolliffe that NBC “would like to 
go ahead, and would go ahead, when 
others do.” 

“We were going ahead a year ago and 
were stopped, and it will take time to get 
under way again,” Dr. Jolliffe said. 

Without fixing any date, NBC’s rep- 
resentatives recommended that commer- 
cialized television broadcasting begin “as 
soon as the demand for commercial tele- 
vision stations exceeds the capacity of 
channels one through seven.” 

Edward M. Martin, attorney for the 
Farnsworth Radio and Television Com- 
pany of Indiana, told the commission 
that Farnsworth expected to design and 
produce television sets in accord with ap- 
proved standards and have them ready 
within 120 days from authorization of 
such standards by the commission. 

The standards recommended in the 
revised report to the commission of the 
National Television System Committee 
were accepted, with a few suggested 
amendments. 


* * *K X* 


VER the week-end of March 29th the 
O standard broadcasting band of the 
United States received its first general 
shake-up since 1928. Over 1,300 stations 
shifted allocations throughout the North 
American continent to comply with the 
terms of the Havana treaty. It was ex- 
pected that such reallocation of frequen- 
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cies would eliminate Latin American in- 
terference with reception in the United 
States, which was becoming increasingly 
bothersome in recent years. 

Only one complication occurred to 
mar an otherwise smooth transition of 
the various radio stations to their new 
positions on the broadcast band. This 
was the revelation that Mexico had 
failed to live up to alleged official com- 
mitments with respect to certain super- 
powered stations, especially two on the 
border which had been accused of being 
erected for no other purpose than to 
pirate the airwaves within the United 
States. Otherwise, Mexican as well as 
Cuban and Canadian stations changed 
over to their new allocations without 
incident. 


* * * 


N view of the increasing number of 

applications by newspapers to oper- 
ate radio stations in the new high-fre- 
quency (FM) broadcast service, the 
Federal Communications Commission on 
March 19th ordered public hearings and 
an investigation to determine what policy 
or rules, if any, should be promulgated 
in this connection. 

Through such hearings and investiga- 
tion, the commission will seek to obtain 
full and complete information for its 
guidance in passing upon applications 
for high-frequency broadcast stations 
(FM) and for future acquisition of 
standard broadcast stations by news- 
papers. Hearings will be conducted with 
the objective of determining whether or 
not joint control of newspapers and radio 
broadcasting stations tends to result in 
an impairment of radio service under 
the standard of “public interest, con- 
venience, and necessity.” The hearings 
to be held on this issue will be of a broad, 
public character open to all applicants, 
prospective applicants, grantees, existing 
licensees, representatives of trade groups 
affected, and such other witnesses as the 
commission may wish to call. 

The question of newspaper ownership 
of radio stations has long been debated 
before the commission and elsewhere and 
has been an issue in a number of specific 
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cases presented to the commission. The 
commission has in the past denied li- 
censes to newspapers where there was a 
well-qualified applicant asking for the 
same facilities. In one case, for example 
—at Port Huron, Michigan—the com- 
mission favored a non-newspaper appli- 
cant for a radio station because it would 
afford the community “a medium for the 
dissemination of news and information 
to the public which will be independent 
of and afford a degree of competition to 
other such media in the area.” 

In undertaking public hearings, the f 
commission does not imply that it is op- 
posed to newspaper ownership of radio 
stations in general or in any particular 
situation. The purpose of the hearings 
and the investigation is to obtain for the FF 
commission sufficient information so that 
it will have a rational basis for the de- 
termination of future cases. At this time, 
when the FM field is just beginning to 
open up, the opportunity is presented for 
an evaluation of policy without impair- 
ment to existing investments. Commis- ff 
sion records indicate that approximately fF 
one-fourth of all commercial FM appli- 
cations are filed in behalf of newspaper fF 
interests. Commissioners Case and 
Craven dissented. 


* * KX * 


NaTIONAL Labor Relations Boardf 
hearing on a complaint of the 
Shreveport, Louisiana, local of the In-f 
ternational Brotherhood of Electrical ff 
Workers against the Southern Associa-f 
tion of Bell Telephone Employees was} 
opened at Atlanta, Georgia, on Marchf 
17th. The hearing was the result of af 
complaint by the brotherhood, an AFLF 
affiliate, in which it was sought to dis-f 
establish the association, which is the} 
bargaining agent of employees of the} 
Southern Bell Telephone Company. 
The hearing was opened before Trial 
Examiner Joseph A. Hecktowe, with) 
Charles W. Logan, regional director off 
the fifteenth region of the NLRB, and 
Warren Woods, attorney for the region, 
representing the government. Both arej 
from the region’s headquarters at New) 
Orleans. 
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Financial News 


and 
Comment 


By OWEN ELY 


SEC Integration Program 
Advances 


ECENT developments seem to indicate 
that a majority of the holding com- 
panies may cooperate with the SEC in 
a broad integration program, despite the 
| commission’s stringent interpretation of 
| § 11. However, it is possible that a mili- 
tant minority, led by Engineers Public 
Service, may press the issue in the courts. 
Jerome N. Frank, retiring chairman, 
thinks that the commission “has broken 
the back” of the problem, and quotes 
Standard Statistics’ compilation of liqui- 
» dating values of holding company securi- 
) ties (published in the March 13th Fort- 
| NIGHTLY, p. 356) as indicating that 
investors will ultimately profit by inte- 
gration procedure. A mild flare-up of 
speculative interest in utility preferred 
stocks with dividend arrears, particularly 
| the Standard Gas issues, followed Mr. 
) Frank’s comment and the announcement 
-f? of Chairman Crowley of Standard Gas, 
| that instead of trying to question the 
strict SEC interpretation of § 11, his 
company is going “all out” in its inte- 
gration plans by gradually divesting it- 
self of all of its far-flung properties with 
the exception of the Philadelphia Com- 
pany group. The latter controls Du- 
quesne Light, Pittsburgh & West Vir- 
ginia Gas, and certain other properties. 

The SEC has announced its first 
formal integration order (or “disintegra- 
tion,” as The Wall Street Journal sug- 
gests), directed against the United Light 
and Power Company system. 

United Gas Improvement, formerly a 
strong opponent of the “death sentence,” 
apparently capitulated when it filed a 
proposal to sell its $30,000,000 common 
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stock investment in Connecticut Light 
& Power. 

Community Power & Light recently 
filed a plan to simplify corporate set-up 
and dispose of scattered properties. 

According to Dow-Jones, Electric 
Bond and Share may initiate a program 
for eventual liquidation of National 
Power & Light, one of its five principal 
subholding companies. 


HE SEC has issued its tentative plan 

for Commonwealth & Southern— 
the third in a series which will doubtless 
include all the major holding companies. 
The plan gives the option of retaining 
Consumers Power, Georgia Power, or 
Alabama Power as the “single” inte- 
grated system. But the SEC raised a new 
point regarding size standards: Even a 
system contained entirely in one state 
might be so large that it would “impair 
the advantages of localized manage- 
ment.” A possible solution, pointed out 


‘by the SEC staff, would be to distribute 


the operating company stocks to stock- 
holders of the state holding company 
(presumably local corporations would be 
created for this purpose where neces- 
sary). Since there would then be no 
holding company, but only a group of 
stockholders having a common interest 
in the various properties, § 11 could no 
longer apply. Commonwealth & South- 
ern has not yet indicated its reaction to 
the SEC plan. 

Engineers Public Service (whose SEC 
plan followed that of UGI) has indi- 
cated that it will contest the constitution- 
ality of the “death sentence” in the 
courts. The company’s attorney, in re- 
cent hearings before the SEC, attacked 
the commission’s plan and asked that the 
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company be permitted to introduce eco- 
nomic data considered necessary in or- 
der that “a court may intelligently pass 
upon the constitutionality of the integra- 
tion section of the Utility Act.” Appar- 
ently Engineers desires to retain a 2-area 
system, one built around Virginia Elec- 
tric and the other around Gulf States 
Utilities and El Paso Electric. 

Cities Service Company has ended the 
voting trust for its utility companies 
placed sometime ago with Chicago banks. 
It is thought that the company may be 
planning some form of pro rata distribu- 
tion of utility investments to all classes 
of security holders of the parent concern, 
permitting it to concentrate in the oil and 
gas field. 

Federal Water Service’s fourth reor- 
ganization plan has been rejected by the 
SEC, the principal objection being the 
proposed $12 par value for the common 
stock. 

The Massachusetts Power & Light 
Associates and its parent, the New Eng- 
land Power Association, have filed with 
the SEC an all-common stock capitaliza- 
tion as a corporate simplification step. 


¥ 


Pacific Gas & Electric 


gore Gas & Electric Company 
has been one of the most stable earn- 
ers among the large operating companies, 
1939 earnings being about the same as 
those of 1929. It is one of the largest 
electric operating utilities, the total as- 
sets of $790,000,000 being exceeded only 
by Consolidated Edison and Common- 
wealth Edison. The company supplies 
electricity and natural gas to a consider- 
able part of the state of California, in- 
cluding the cities of San Francisco, Oak- 
land, Sacramento, and San Jose. The 
territory includes all but the extreme 
northern and southern sections of the 
state (the latter, including Los Angeles, 
is served by Southern California Edi- 
son). ° 

About 71 per cent of revenues are de- 
rived from electricity, 27 per cent from 
natural gas, and 2 per cent from mis- 
cellaneous sources. Some 43 per cent of 
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electric revenues are residential and 
rural, 49 per cent commercial and indus- 
trial, and 8 per cent miscellaneous; gas 
sales are about 63 per cent residential and 
37 per cent commercial-industrial. About 
60 per cent of the company’s power is 
hydro, 25 per cent purchased, and 15 per 
cent steam-generated. 

Pacific Gas now has 49 hydroelectric 
plants and 9 steam-operated generating 
stations, with a total capacity of 1,757,- 
795 horsepower; it also purchases power 
from nine different sources and is con- ff 
signed power from the Hetch Hetchy de- 
velopment. The company is adding four F 
generating plants with a total capacity of f 
about 230,000 horsepower, to cost about 
$19,000,000. It is now supplying, or pre- 
paring to supply, a total of at least 60,000 f 
horsepower to military establishments or F 


industries. 


gate Gas & Electric maintains 
an independent status, being an inter- 
connected system entirely within onef 
state, but the company may eventually f 
find it necessary to register as a “legal” J 
subsidiary of North American Company, F 
which owns nearly one-third of the com- f 
mon stock. (Standard Gas and Electric fi 
owns about 3 per cent.) Because of the 
fact that preferred and common stocks 
have equal voting rights, North Ameti-f 
can’s interest in the total voting stock 
is only about 17 per cent—7 per cent} 
more than the 10 per cent theoretical f 
“control.” 
While Pacific Gas was at one time af 
holding as well as an operating company, f 
all important properties have been ab-f 
sorbed by the parent company and thef 
companies dissolved, with the exception f 
of San Joaquin Light & Power Corpora-f 
tion, which is in the final stages of liqui-f 
dation. The three remaining small sub-/ 
sidiaries do not distribute or produce} 
electricity or gas. However, Pacific Gas¥ 
has an “investment” in 45.8 per cent of § 
the common stock of Vallejo Electric) 
Light & Power Company, and 50 per} 
cent in Standard Pacific Gas Line, Inc.;} 
presumably these companies are so small | 
that they do not put Pacific Gas in the} 
holding company class. | 4 
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Consolidated Edison’s Revenue Dollar 


SALES OF ELECTRICITY 78.4¢ 


SALES OF 
GAS 
16.3¢ 


SALES OF 
STEAM 
4.2¢ 


DEPRECI DIVIDENDS 
ATION INTEREST oo i 
10.3¢ borrowed Stock 


ce] 
726 une 9.0¢ 


Stock 


SURPLUS 
1.0¢ 
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The company faces a few problems in 
connection with some of the huge Fed- 
eral power developments in the West, 
particularly Hetch Hetchy and Central 
Valley. There has been a long-standing 
contest between Secretary of the Interior 
Ickes and the city of San Francisco re- 
garding the local distribution of power 
obtained from the Hetch Hetchy water 
and power development. The Raker Act 
of 1913 granted Federal power rights to 
the city with the proviso that power 
could not be sold to any private corpora- 
tion. Since 1925, when power from this 
source was first available, Pacific Gas 
has acted as “agent” of the city in mak- 
ing the distribution, which Washington 
has considered an evasion of the act. 
(See also p. 498.) About one-sixth of 
its revenues have been obtained from 
San Francisco operations. 


LONG-standing legal battle was ter- 
minated by a Supreme Court de- 
cision last year which requires the city, 
before June 30, 1941, either to lease the 
company’s local distribution facilities or 
to construct its own plant on a competi- 
tive basis. Since the voters of the city 
several times have rejected proposals for 
building a plant, and since Hetch Hetchy 
supplies less than half the city’s power 
needs, city officials have been negotiating 
with the company for a lease of its prop- 
erties, and it is reported that the agree- 
ment has been sent to Washington for 
final approval by Secretary Ickes. 
Details of the proposed contract are 
obtainable from the registration state- 
ment recently filed with the SEC in con- 
nection with proposed current bond fi- 
nancing. The provisions are too long and 
involved for description here, but it is 
obvious that every effort is being made, 
so far as possible, to maintain the pres- 
ent financial status quo. Pacific Gas will 
receive approximately $12,826,000 per 
annum compared with $15,800,000 in 
1940, but will be relieved of certain ex- 
penses. The company estimates that its 
average yearly net revenue will not be 
changed substantially as a result of op- 
eration under the plan, and in the opin- 
ion of this department the maximum ad- 
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verse effect would probably not exceed 

25 cents a share on the common stock. 
The $170,000,000 Central Valley irri- 

gation and power project will be com- 


pleted by 1945—possibly by late 1943 or & ; 


early 1944, if the work is speeded up. 
Shasta dam, the principal source of hy- 
dro power, will have an installed capacity 
of 300,375,000 kilowatts. While no defi- 
nite arrangement has yet been reached, 
Pacific Gas has announced its willing- 
ness to absorb at least two-thirds of the 
Shasta output, paying the equivalent of 
what the power would cost if obtained F 
from other sources, and coordinating F 
Shasta with its own storage reservoirs. 
The management feels that it could easily 
absorb the power within a relatively f 
short time, since the amount now pur- 
chased from Southern California Edison 
Company can (under contract pro- 
visions) be cut sharply in 1945, while 
the balance of the Shasta output could be F 
absorbed by the load growth on the com- 

pany’s system. Sufficient steam-generat- f 
ing capacity is under construction to pro- 
vide stand-by reserves for the Shasta FF 
plant as well as the company’s own hydro F 
plants. However, some state and Federal f 
officials have advocated that municipali- 
ties take some Shasta power, acquire ff 
their own distribution systems, and con- F 
struct stand-by plants with government fF 
money. Thus far the state legislature has ff 
been unwilling to authorize the necessary F 


revenue bonds, but the matter is still) ; 


pending. 


fee usual propaganda regarding di- Fi 
version of public funds to place the F 
huge project on a competitive basis, un- 
der the plea that this will give consum- FF 
ers lower rates, is in evidence. The New fF 
Republic in a recent issue discussed Cen- 
tral Valley as a “major national under- 
taking” with a “general welfare” objec- F 
tive. No attention was paid in this ar- ff 
ticle to the question of wasteful duplica- [7 
tion of facilities. Pacific Gas and Electric 
was referred to as “a practical monop- 
oly,” and the writer declared that if the Fj 
company was permitted to distribute 
Central Valley power “the users of pow- 
er in northern California may be saddled 
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with a permanent debt, yielding profits 
of $100,000,000 to the officers and bond- 
holders of this company over the 40-year 
repayment period, but with no reduction 
in the debt at the end.” The $100,000,- 
000 estimate was casually mentioned 
without any attempt at explanation or 
proof. Such statistical joy-rides are char- 
acteristic of build-ups for public power 
projects. Just why officers and bondhold- 
ers should receive the fabulous “profits” 
rather than the stockholders also remains 
a mystery. The fact that consumers 
| served by Pacific Gas obtain rates among 
the lowest in the country, and that the 
company’s earnings and dividends are in 
no way exorbitant, is completely ignored. 

Pacific Gas’ average residential rate 
in 1939 was only 3.3 cents. The company 
has made eight system-wide reductions 
in rates during the last five years—four 
in gas and four in electricity, the total 
cuts reflecting annual savings to cus- 
tomers of nearly $20,000,000. San Fran- 
cisco has the lowest combined charge of 
the 25 largest American cities for gas 

and electricity for an average family. 
' Pacific Gas’ common stock record is 

indicated in the accompanying table. The 
consolidated income account for 1940 
showed a gain in revenues of about $2,- 
» 805,000, but this was more than offset 
» by an increase in depreciation and amor- 
H tization of $750,000 and in taxes of $4,- 
) 138,000, resulting in a decrease in net 

income of approximately $1,000,000 (16 
| cents per share on the common stock). 
> Federal taxes increased about 70 per cent 
) in 1940, 

Complete details are not yet available 
for 1940, but 1939 ratios to gross reve- 
nues compared as follows with those of 
1929: 

Net 
Income 
1939 19.4% 15.7% 24.0% 
1929 16.2 10.6 24.4 
Operating expenses were substantially 
reduced in relation to gross during the 
decade, and in 1939 fixed charge cover- 
age was 3.14 times compared with 2.52 
times in 1929. The percentage earned on 
invested capital was 5.9 in 1939 com- 
pared with 6.3 in 1929. 


Deprec. & 


Maint. Taxes 
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The company’s balance sheet re- 
flected current assets of $21,803,077, 
compared with currént liabilities of 
$23,150,141; but the latter figure in- 
cluded a tax reserve of $13,184,293, and 
financing which is now under way will 
doubtless substantially improve the 
working capital position. 


| genie Gas & Electric’s capitalization, 
as of December 31, 1939, consisted 
of $287,345,000 funded debt, 5,370,825 
shares of preferred stock, and 6,261,357 
shares of common stock. The funded 
debt included $20,000,000 noncallable 
6s due next December, $91,400,000 4s, 
$115,300,000 3%s, and $50,000,000 34s. 
The company recently planned a $110,- 
000,000 refunding operation but later 
abandoned it owing to market condi- 
tions, substituting a $20,000,000 issue of 
3s due 1971. Blyth & Co. head the un- 
derwriting group. All of the company’s 
stocks have a par value of $25; about 
four-fifths of the preferred shares have 
a dividend rate of $1.50, and the balance 
$1.375. 

The company’s noncallable preferred 
stocks sell on the curb on about a 44 per 
cent yield basis. The common stock, cur- 
rently around 274 on the Stock Ex- 
change, yields about 7.3 per cent; the 
present price contrasts with a range of 
about 29—254 in 1941 and 35—28 in 
1940. A block of 100,000 common shares 
(believed to have been held by American 
Superpower) was distributed by a Bon- 
bright-Lazard Freres group over-the- 
counter at 28} on February 7th. 


COMMON STOCK RECORD OF 
PACIFIC GAS 

Divi- 

dends 


$2.00 
2.00 


Price Range 
High Low 


Earnings 
Per Share 


$2.68 
2.84 


Year 


1940 
1939 
1938 
1937 
1936 
1935 
1934 
1933 
1932 
1931 
1930 
1929 
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INTERIM EARNINGS PER SHARE 


End of 12-month Period 3-month Period 
Electric and Gas Companies Period 1940 1939 Incr. 1940 1939 Iner. 


American Gas & Elec. Consol. P $3.02 $2.54 19% 
Amer. Power & Lt. (Pfd.) Consol. ... Nov. C7) 577 7 5 6 ea 
American Water Works Consol. ...... Sept. 1.30 62 110 42 26 D54% 
Parent Co. .. — : 38 18 08 iz Dis 
Boston Edison 39 2.21 8 Ne ss ee 
Cities Service P. & L. (Pfd.) Consol. . 4 (a) 2 70 25.71 ois 5.87 6.97 D16 
Commonwealth Edison Consol. ....... Sept. 2.30 2.36 42 55 D24 
Com. & Southern (Pfd.) Consol. ...... Dec. A 5.03 a AG “a 
Consolidated Edison, N. Y. Consol. Dec. f 2.22 ae 57 ‘55 4 
Parent Co. . ; ! 2.18 50 50 Dil 
Cons. Gas of Baltimore Consol. ...... Dec. . 4.94 1.05 D28 
Detroit Edison Consol. : ; 7.70 we ae 
Elec. Bond & Share (Pfd.) Parent Co. D i 6.67 Re oe 
Elec. Power & Lt. (Ist Pfd.) Consol. y g 5.63 84 : D37 
Parent Co. : : 71 41 i 32 
Engineers Public Service Consol. ..... : ; 1.55 ae oe Ae 
Parent Co. . : : 61 vs ae a 
Federal Light & Traction Consol. .... : 2.64 31 d D48 
Inter. Hydro-Elec. (Pfd.) Consol. ... ive mt a 
Long Island Lighting (Pfd.) Consol. .. 
; Parent Co. 
Middle West Corp. Parent Co. ........ 
National Power & Light Consol. ...... N 
Parent Co. ... 
Niagara Hudson Power Consol. ...... 
North American Co. arg 


D 
Nor. States Pwr. (Del) y mek "CL A) 
Pacific Gas & Electric Consol. ........ D 
Public Service Corp. of N. J. Consol. . 
Parent Co. 
Southern California Edison Parent Co. 
Stand. Gas & Elec. (Pr. Pfd.) Consol. 
Parent Co. 
United Gas Improvement Parent Co... D 
United Lt. & Power (Pfd.) Consol. .. 
Parent Co. 


RE RIIES ST AE ON eSNG ERE TIO NPR 2 9 BO 


Gas Companies 

American Light & Traction Consol. ... 
Brooklyn Union Ga 
Columbia Gas & Electric Consol. 

Parent Co. . 
El Paso Natural Gas Consol. ; A es ne 
Lone Star Gas Consol. ; : D.13 ~D.04 
Oklahoma Natural Gas Consol. ....... J 3. k 3 a - 
Pacific Lighting Consol. , . d aa ais 4 
Peoples Gas Light & Coke Consol. .... A : 1.23 196 D37 
United Gas Corp. (1st Pfd.) Consol: .. : 12.75 ok ss = 

Parent Co. , 10.02 


Telephone and Telegraph Companies 
American Tel. & Tel. Consol. ; 11.26 
Parent Co. iG: 10.08 : 
General Telephone Consol. A 250 242 
Western Union Tel. Dec. 3.46 1.32 


S _— outside United States 
Amer. & For. Pwr. (1st Pfd.) Consol. Sept. ys 5.22 6 
Parent Co. Sept. 310 «6-478 79 
Inter. Tel. & Tel. Consol. ............ Sept. (2) D.08 17 ae 


~~ D—Deficit or decrease. ° 

¢ Net income for the calendar year gained 19 per cent over last year, but share earnings are not | 

yet published. ; 
a) Nine months ended September 30th. Earnings are exclusive of all European, Mexican, and Cable & © 
Radiotelegraph subsidiaries. : 
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What Others Think 


Adjusting America to a 
Nonexpanding Economy 


T may seem an unseasonable time to 

worry about the economic future of 
America during this wild defense boom 
when heavy industry is going full blast. 
) The consumer trades are actually hav- 
ing to go on short rations from the pro- 
} duction end just as mass purchasing 
power begins to increase. But there will 
# come a day within the lives of most of 
| us—whether a day of victory, defeat, or 
| stalemate no one can surely foretell—a 
day when the last military plane will have 
been built and the last gun finished—a 
day when the last “defense” soldier is 
mustered out of service and the world 
) is faced with the stark reality of a post- 
) bellum hangover which will surely fol- 
» low our present spending spree. 
©" The left wingers have a ready answer 
|) —a gigantic public works program to ease 
» the transition from war economy to peace 
> economy. But such a program assumes 
» that our Federal credit will still com- 
') mand enough respect to raise enough dol- 
') lars which will have enough value to 
) build public works. A suggestion that a 
| new orgy of peace spending is a cure for 
the present orgy of defense spending 
) sounds suspiciously like opening up an- 
| other bottle of the same stuff to ease the 
pains of the last bottle. No one has yet 
successfully demonstrated his ability to 
drink himself sober. 

The right wingers talk wistfully about 
living within our means once more, bal- 
ancing our budgets, and writing off the 
bill for this particular Armageddon in 
the form of nonmaturing obligations 
which may gradually become so inter- 
woven in the pattern of our national in- 
vestment scheme as to turn, actually, into 
a stabilizing factor. They point, for ex- 
ample, to Great Britain’s recovery from 
the Napoleonic wars, the debts for which 
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were never entirely paid but were 
blanketed into interest-bearing “consols” 
which became such a prime institutional 
investment. 


uT balancing the nation’s budget in 
the face of bankrupt foreign mar- 
kets and disorganized domestic economy 
is like begging Jehovah to pass a miracle. 
And what if neither the right nor the 
left solution is feasible? Suppose the 
Federal government finds itself unable to 
foot the bill for a colossal public works 
program and suppose Jehovah declines to 
pass the miracle? There are many side 
roads and back alleys which would prob- 
ably be suggested—deflation, inflation, 
Communism, and so forth. But they all 
seem to lead down in the general direc- 
tion of an avowed insolvency which can 
only postulate some form of dictatorship 
—another name for national receiver- 
ship. 

Inasmuch as utility businesses are in- 
escapably located in the first-line trenches 
in this battle for a sane solution of our 
economic ills, and inasmuch as they stand 
to gain directly from any solution which 
will stabilize our teetering national econ- 
omy, it is not surprising to find an able 
international statistician who for the past 
fifteen years has been associated with 
public utility companies coming forth 
with just such a solution. He thinks so, 
anyhow. This so-called solution appeared 
in the July (1940) issue of The Journal 
of Accountancy, by Knud Fick, a native 
of Denmark and a graduate of the Uni- 
versity of Copenhagen, who is now a 
resident of New York city. 

Mr. Fick feels that our economic ills 
are principally due to our failure to 
reckon with a condition of “nonexpand- 
ing economy.” There are other troubles, 
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of course, but this seems to be a consti- 
tutional weakness, so to speak. Until it 
is corrected in some fashion we can’t ex- 
pect the patient to make much progress 
towards permanent recovery. He states: 


Business in the United States is undoubt- 
edly ailing, apparently with every expert in 
attendance. The more fashionable specialists 
seem to diagnose the case as acute monetary 
debility; they would tempt the patient with 
plenty of credit and nice low interest rates, 
of course bleeding it copiously the while 
with the most modern and salutary kind of 
tax leeches. The textbooks, unfortunately, 
show no evidence that sound enterprise ever 
languished for lack of funds, nor that un- 
sound business ever thrived even with 
money for the asking. When direct medica- 
tion failed to rally the patient, they did it in 
reverse; exegetically speaking, the experts 
have tried to stimulate buying of consum- 
ers’ goods by encouraging investment in 
capital goods industries. 


Bz the author feels that it is a “plain 
case of underconsumption.” Busi- 


ness simply has not had enough to eat © 


during the last decade. Since it experi- 
enced such a promising youth under the 
present system of political supervision, 
we ought to make an effort to adjust the 
diet before adopting the more radical 
cure of changing the system. 

What are the symptoms of this under- 
consumption? (1) Income distribution is 
so out of line that a considerable portion 
of the population on the lower end of the 
scale is unable to maintain a decent 
standard of living. (2) Lack of consum- 
ers caused by the drop in population 
growth and stoppage of immigration 
while our industrial production is still 
geared to an ever-increasing capacity. 
(3) Inequitable tax distribution which 
upsets the industrial order, inhibits initia- 
tive, although easing by relief doles the 
maldistribution of income. (4) Export 
trade opportunities are limited and be- 
coming more so. (5) Our natural re- 
sources are no longer limitless. (6) Our 
average standard of living is so far above 
the world average as to create an eco- 
nomic handicap. (7) The irresponsibility 
of organized labor. (8) Our distribution 
of merchandising machinery has become 
cumbersome, costly, and inept. Mr. Fick 
continues : 


Many other contributing and causative 
factors could be enumerated, but the main 
fact remains that the United States, con- 
sidered as one big business, at the present 
time is faced with the problem of shifting 
from an expanding to a relatively contract- 
ing economy, at a point when we happen to 
be suffering from an acute hangover from 
former debauches, when labor and capital 
are bickering over an empty manger, when 
export markets are closed or bankrupt. We 
shall, in other words, have to make peace 
in the family, learn to tighten our belts, and 
settle down to taking in each other’s wash- 
ing. 


What steps, therefore, are required to 


live sensibly in a nonexpanding econ- Ff 


omy? First of all, industrial and com- 
mercial overoptimism mean deficits. 
Oversized and overcapitalized factories, 
with their cancerous overhead, must be 
eased into line with a reasonably antici- 
pated volume of sales and production. 


Next, every dollar of sales must be re- f 


turned into circulation whether through 
wages or through investment. In other 
words, the total amount of wages, sala- 
ries, etc., must be available primarily for 


mass purchasing power and secondarily FF 
for sound new investment. Nothing must f 
be hoarded. No more must be spent f 
abroad than purchased abroad. (This fF 
may sound a little like the foreign eco- FF 
nomics of the Third Reich but there is ff 
nothing to prevent aggressive salesman- FJ 
ship from developing a reciprocal foreign F 
market under such a system. Basically, F 


we may be nationally self-contained but 
our special appetites can be tempted.) 


Ww; face notable difficulties in the f 
United States in adopting such 
sober reforms. We face special tempta- 
tions toward adopting less sober ones. 
Mr. Fick describes this situation as fol- 
lows: i 


. In a nonexpanding economy such as we : 
are facing today, however, it becomes in- f 


creasingly difficult for financiers to find 


profitable investment channels, with the re- : 


sult that vast amounts are being hoarded or 


invested in government tax-exempt bonds. f 
The latter may be a cheap way for the gov- [7 


ernment to finance its future projects, but it 
definitely attenuates all measures to smooth 
out the income curve by P progressive taxa- 
tion. 
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Pittsburgh Post-Gazette 


THE KILOCYCLE KAT FIGHT 


As long as business expanded rapidly, 
through exports and steadily growing home 
markets, next year’s sales were, so to speak, 
usually sufficient to pay for last year’s pro- 
duction, even though some of the home prof- 
its were withdrawn from circulation. But if 
we have only ourselves to trade with, it be- 
comes imperative to stop all leaks in our cir- 
culatory system and to see to it that all parts 
function with reasonable efficiency. It is easy 
to see, solely from the viewpoint of eco- 
nomic efficiency, why a totalitarian state and 
planned economy seem tempting remedies to 
people with less regard for individual rights 
and greater faith in the lasting wisdom and 


incorruptibility of the local messiah and the 

minor prophets. 

And since the underprivileged masses, 
whether at the polls or at the barricades, 
cannot indefinitely be expected to with- 
stand the attractive ideological bait be- 
ing peddled from Moscow, Berlin, and 
points West, the more farsighted believ- 
ers in capitalism realize the need for 
more equitable adjustment of purchasing 
power from the social viewpoint. The 
present method seems to be the use of 
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taxes to funnel and siphon purchasing 
power from one end of the income scale 
to the other. The results have not been 
fortunate and certainly opposition has 
not been lacking, although the doles 
probably have staved off the more em- 
barrassing overt acts of incipient revolu- 
tionaries. 


GAIN, we have been fascinated by 
dollar economics, apparently losing 

sight of the fact that a dollar is only an 
accounting symbol and that whoever 
stores dollars must pay storage, since dol- 
lars shrink in value as the years go by. 
How then can the margin between gen- 
eral wage levels and general price levels 
be widened so that each unit of work will 
buy more goods? Now, if it is agreed that 
production operates most efficiently 
somewhere near full capacity, the mass 
of consumers must be given sufficient 
purchasing power with special emphasis 
on underprivileged consumers. Mr. Fick 
outlines two broad steps in this direction : 


First, the margin between general wage 


APR. 10, 1941 490 


levels and general price levels must be f% 
widened, so that each unit of work will buy F 
more goods. This can be achieved by means F 
of a general increase in wage rates (if not F 
accompanied by a corresponding reduction in F 
man-hours worked), which will sharply spur 7 
mass buying in anticipation of higher pro- [7 
duction costs and prices. The rise in prices F 
will be checked, in a large measure, by the 
lower costs made possible by enhanced vol- f7 
ume, and in no circumstances must price PF 
manipulation through wage increases be f 
permitted to reach the proportions of run- F 
away inflation, which would unduly penalize 
long-term dollar investments by curtailing PF 
future dollar purchasing power more than 


could reasonably have been foreseen. 


Second, every man, woman, and child [ 
must be made an active rather than a largely 7 


potential consumer of the goods produced, 


at least to the extent of maintaining a stand- ; 
ard of living commensurate with accepted 7 
and desirable American traditions. This 7 


means that the present millions of substand- 


ard existences must be enabled to share in P 


the boons of American productivity, operat- 


ing at 1929 capacity or better. The under- 
privileged and unemployed must, in other 


words, be put within reach of work at wages 
sufficient at least for such minimum 
standards. 


It is my—admittedly unsupported—belief f 
that capacity production resulting from 7 
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increased purchasing power of all classes of 
consumers is all that is needed to resuscitate 
the industrial system. ... 


As a means to this end, Mr. Fick rec- 
ommends a widespread system of profit 
sharing between capital and labor. There 
has been some haphazard experimenta- 
tion along this line in the past: Pension 
schemes, employee investments, and col- 
lective bargaining. Even direct profit- 
sharing schemes have suffered from 
failure to determine any exact basis for 
dividing the profits. 


B* mathematical formula, Mr. Fick 
regards wages as similar in nature 
to interest and dividends. This view leads 
to the concept of the capitalization of 
labor’s wages, an analogy with capitaliza- 
tion of annuities, as the capital which at 
a given interest rate will yield the annual 
payments involved. The capitalized value 
of labor’s wages may then serve as a 
joint basis, together with capital invest- 
ment, for a logical apportionment of 
business profits to each of the two factors 
instrumental in producing profits, capi- 
tal and labor. 

Limitations of space forbid the elabo- 
ration of Mr. Fick’s formula here, but 
by way of illustrating the workings of 
“capitalized labor,” he cites a hypotheti- 
cal enterprise with a capital investment 
of $100,000, profits of $6,000, and labor 
costs of $20,000 (wages and salaries, less 
emoluments). Assuming that labor is 
capitalized at 5 per cent, the total capi- 
talization would be $500,000, with labor 
sharing at 80 per cent and capital shar- 
ing at 20 per cent. There are complica- 


tions, of course, which immediately raise 
their heads. Mr. Fick enumerates some 
of these: 


In addition to the rate of payroll capitali- 
zation, the present scheme, of course, raises 
a number of questions inextricably related 
to the mechanics of profit sharing. The mat- 
ter of vacations with pay, social-welfare in- 
surance. .. . The question of depreciation 
charges is open to argument. If capital and 
labor are to be equal partners in business, 
should not labor share in the burden of 
keeping plant value intact? The answer 
would, on the grounds of equity, seem to be 
in the negative, for capital actually owns the 
plant while labor merely is being admitted 
to a share in the profits. In the case of ac- 
crued contingency reserves, for instance, it 
might on the other hand be argued that these 
are largely in the nature of postponed divi- 
dends from profits in which labor would be 
entitled to share. The matter of exclusively 
capital-controlled management has also been 
left at status quo, although any widespread 
adoption of profit sharing obviously would 
call for some degree of outside supervision 
over accounting practices. 


A profit-sharing scheme would, of 
course, have no reference to wage differ- 
entials between individual employees. 
Workers would still have to bargain for 
their basic rate of pay. The principal 
value of the device would be leveling out 
the extremes of the income distribution 
curve and increasing the total purchasing 
power of the mass of consumers. The 
author urges the plan at least as a basis 
for experimentation. Whether the capi- 
talization of wages is new or not, it might 
well open up new aspects for economic 
analysis just as the repeated emphasis on 
our dropping population curve serves as 
a warning of things to come. 


—F. X. W. 





Purpose and Disposition of Securities Issued 
Under Holding Company Act 


ARLY in February the Securities and 
Exchange Commission issued a de- 
tailed report of issues of securities by 
electric and gas utilities. The report 
showed the price at which each security 
was offered to the public or sold pri- 
vately ; also, the price paid by the under- 
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writers (if underwritten), the net pro- 
ceeds to the issuing company, and the 
market price range (where available) 
from the date of issue to the end of 1940. 

Included in the survey are 431 differ- 
ent issues of various classes of utility 
securities recorded by the SEC between 
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CHARTS SHOWING PURPOSE AND DISPOSITION OF SECURITY 
ISSUES AND TRANSACTIONS APPROVED UNDER SECTIONS 6(8) AND 7 OF 
THE PUBLIC UTILITY ACT OF 1935 FOR THE PERIOD FROM 
NOVEMBER 1,1935 TO DECEMBER 3/, 1940 


PURPOSE OF ISSUES DISPOSITION OF ISSUES 
$ 3,189,932,581 $ 3,189,932,581 


OTHER 
144,044 


PROPERTY ACQ. 


ISSUE EXCHANGE 
227, 


REORGANIZATION 


PRIVATELY 


THROUGH 
UNDERWRITERS 
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1935 and 1940, inclusive. Accompanying 
this text are two charts showing (1) the 
comparative amount of bond issues (in- 
cluding private sales and public offer- 
ings) and other issues during each year 
(p. 492) ; (2) the percentage of yield to 
bond purchasers and volume of offerings 
by months (p. 493). 


peo more than 70 per cent of all 
security issues approved by the SEC 
under the provisions of the Holding 
Company Act during the last five years 
were refunding issues. The total of such 
securities amounted to $3,189,932,581, of 
which approximately 4 per cent ($125,- 
506,168) was for new financing. Of the 
total, 85 per cent was issued by operat- 


ing companies. Nearly 57 per cent of the 
total was disposed of through underwrit- 
ers, and about 18 per cent privately sold. 

Also accompanying this text (p. 490) 
is reproduced a chart showing, by years, 
the effective security issues and transac- 
tions under §§ 6(b) and 7 of the Holding 
Company Act. On page 494 is a chart 
showing the purpose and disposition of 
these issues during the 5-year period. 

These charts, with supporting statis- 
tical data, were prepared by C. 
Turner, statistician for the SEC public 
utilities division, under supervision of 
Director Joseph L. Weiner. This report 
was made for the information of the 
commission and is not available for gen- 
eral distribution. 





Notes on Recent Publications 


ADMINISTRATIVE LAW—PuBLic SERVICE CoM- 
MISSIONS—POWER OF TEXAS RAILROAD CoM- 
MISSION. Pullman Co. v. Railroad Commis- 
sion of Texas. (Fed.) 19 Texas Law Re- 
view 86. December, 1940. 


Economic EFFECT OF THE FEDERAL PUBLIC 
Works ExXpenpitures, 1933-38. By J. K. 
Galbraith and G. G. Johnson, Jr. National 
Resources Planning Board. Government 
Printing Office, Washington, D. C. 1940. 131 
pp. 25 cents. 


A REEXAMINATION OF COMPETITION IN GAS 
AND Execrric Utiities. The Yale Law 
Journal, March, 1941. 


SUMMARY OF Major LEGISLATION, AND OF 
FEDERAL Court DECISIONS ON ITS CONSTITU- 
TIONALITY, 1933-1940. Government Printing 
Office. Washington, D. C. July, 1940. Sen- 
ate Document No. 187, 76th Congress, 3d 
session. 123 pp. 

This is a summary of major legislation 
between 1933-1940, with various amend- 
ments to each basic act, together with off- 
cial references to decisions of the Federal 
courts as to their constitutionality. It in- 
cludes material covering the REA (page 9) ; 
FCC (page 27); holding companies (page 
30) ; gas (page 32) ; TVA (page 47) ; flood 
control (page 78); PWA (page 82). 


Utititry REGULATION AND NATIONAL DEFENSE. 
Report of the Committee on Progress in 
Public Utility. Regulation, National Asso- 
ciation of Railroad and Utilities Commis- 
sioners. Second Edition. Washington, D.C. 
February, 1941. Price $2. 
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This is a somewhat revised version of the 
Report of the Committee on Progress in 
Public Utility Regulation, submitted to the 
last annual convention of the National Asso- 
ciation of Railroad and Utilities Commis- 
sioners (noted in Pusiic UrtiLitres Fort- 
NIGHTLY, issue of January 2, p. 48; also is- 
sue of January 16, p. 108). Actually the 
book seems to be largely the handiwork of 
the chairman of the NARUC committee, 
Leon Jourolmon, Jr.—also a member of the 
Tennessee Railroad and Public Utilities 
Commission—apparently based on informa- 
tion assembled from virtually rig | bureau 
of the Federal government and a few non- 
Federal agencies concerned with national 
defense matters. 

In general, the report recommends 
stricter regulation, both Federal and state, 
and more opportunities for public owner- 
ship. Much of it is given over to an analysis 
of European military history and recent 
events in the war, with a view to showing 
the close relationship between utility opera- 
tions and national defense in modern times. 
It includes a letter from Commissioner 
Healy of the SEC to the effect that active 
completion of the integration program un- 
der the Holding Company Act would assist 
rather than deter national defense. In the 
revised form a subject index and a chapter 
by Chairman Olds of the FPC on the pos- 
sibilities of power shortage have been added 
to the original committee report. Also, a 
chapter entitled “The Role of Utility Regu- 
lation in Preserving American Democracy” 
was added after the report had been ap- 
proved by the NARUC committee in ex- 
ecutive session at Miami, December 10, 1940. 
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St. Lawrence Agreement 


Preswent Roosevelt on March 21st sent to 
Congress the text of the agreement signed 
in Ottawa on March 19th between the United 
States and Canada for completion of essential 
links in the St. Lawrence deep waterway and 
power project. He said that he would in due 
course have legislation introduced to make the 
agreement effective. 

This was expected to be accomplished by 
seeking congressional approval of the agree- 
ment through majority vote of the two houses 
and the voting of appropriations to carry out 
the construction. The administration hopes 
that the necessary legislative steps will be com- 
pleted in Washington and in Canada, where 
the agreement has been put before the Parlia- 
ment at Ottawa, in time to permit work to get 
under way in the spring. It was estimated that 
by rushing construction the power and navi- 
gation work in the International Rapids sec- 
tion could be completed in about two and 
three-quarter years. 

Other operations, which would include navi- 
gation work in the Soulanges and Lachine 
sections, and channel work in the upper lakes, 
would be undertaken later and completed by 
the end of 1948 when the entire half-billion 
dollar project would stand completed. How- 
ever, the right was reserved to modify the 
agreement so as to defer this last part of the 
undertaking or to advance the schedule, de- 
pending upon whether the war emergency be- 
comes less or more urgent. 

For the present, the agreement contemplates 
that construction will center in the Interna- 
tional Rapids, a section which runs from Lake 
Ontario to below Ogdensburg, New York, a 
distance of about 100 miles. Not only would 
the channel be deepened there to 27 feet, but 
a controlled single-stage project, with a power 
dam at Barnhart island, would be installed to 
produce 2,200,000 horsepower, distributed 
equally between the two countries. In addition, 
remedial works would be installed at Niagara 
Falls. 

Despite administration confidence, signs of 
opposition were apparent in informal comment 
among members of Congress. Senator Con- 
nally, who fought against the original St. Law- 
rence treaty when it was submitted to the 
Senate in 1934, indicated that he would fight 
the new agreement. He said that he believed 
the new legislation should be referred to the 
Foreign Relations Committee. 
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Senator Adams said that he was against the 
St. Lawrence waterway in 1934, “and I’m 
against it now.” 

Senator Clark of Missouri said he did not 
care to discuss the agreement until he had had 
time to study its provisions. 

Meanwhile, Representative Rankin intro- 
duced, a bill on March 21st to create seven 
new authorities on the line of the TVA to 
cover not only the Great Lakes and the Ohio 
valley, including the Niagara and the St. Law- 
rence rivers, but other areas such as the Mis- 
souri, Arkansas, Columbia, and Central val- 
leys, the Colorado and the Atlantic seaboard. 

Development of the St. Lawrence power 
would enable New York state industries to tap 
the “largest single source of electric energy 
in North America,” the Department of Com- 
merce stated in a report made public on March 
23rd, and would offer a “new lease on life” to 
an area that has experienced twenty years of 
declining industrial activity. 

The report was the third of a series of seven 
prepared by the St. Lawrence survey at the 
request of President Roosevelt. It stated that 
“it is fairly clear that New York state will 
suffer an increasing competitive disadvantage 
so long as available sources of cheap hydro 
power continue to be neglected.” 

An added economic advantage from the St. 
Lawrence project, the report asserted, would 
be a reduction in the cost of electricity to do- 
mestic consumers in towns and on farms. In 
terms of savings to commercial and industrial 
users of electric energy, in New York state, the 
report concluded that “ a 25 per cent reduc- 
tion in industrial and commercial rates errs 
if anything on the side of conservatism.” 


Power on Defense Basis 


HE Federal Power Commission has made 

considerable progress since last June in 
putting the power plant of America on a war- 
preparedness footing, it said on March 23rd in 
its annual report. Specific examples included 
the following: 

Increased generating capacity under con- 
struction—5,500,000 watts in 1940 as compared 
with 1,600,000 in 1938. 

Standardization of sizes, steam pressures, 
and voltages of steam turbine generators by 
means of conferences with representatives of 
utilities and equipment manufacturers. 

Preparation of confidential instructions for 
the protection of generating plants. 
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Assistance in the development of mobile 
generating stations. 

Definition of areas of adequate power sup- 
ply for location of defense industries. 

Investigating the feasibility of a great net- 
work of high-capacity transmission intercon- 
nections for the principal eastern industrial 


areas. 

Helping the Army and Navy get a reliable 
supply of power at reasonable rates. 

The report recommended amendment of the 
Natural Gas Act to halt depletion of known 
reserves, saying that at the present rate of 
consumption there was only enough natural 
gas for twenty-seven and a half years. 

The proposed construction of a 1,500-mile 
pipe line from south Texas to New York city 
was cited by the commission as evidence of the 
necessity for considering conservation. 

To this end it proposed changes in the regu- 
latory law to give the commission control over 
all new interstate natural gas pipe-line con- 
struction; authority to issue statistics on the 
gas industry comparable with those on the 
electric utilities; and control rates over all 
sales, domestic and industrial, of natural gas 
from interstate pipe lines. 

The commission reported that it had 
adopted and followed four major policies to 
promote lower rates for electricity and gas. 
These were: 

“Deduction of an adequate depreciation re- 
serve from cost of property, with resultant 
lowering of rate base. 

“Ordering interim rate reductions where 
justified before completion of the usually ex- 
tended hearings. 

“Removal of discrimination by requiring 
that consumers of a given class be given the 
—— rate available to any consumer of the 
class. 

“Insistence on a prudent investment rate 
base.” 


Broader U. S. Control Urged 


ECOMMENDATIONS by the National Re- 
ace Planning Board for more exten- 
sive government control over and development 
of the oil, power, and transportation indus- 
tries were transmitted to Congress last month 
by President Roosevelt. They were contained 
in the board’s report to the President. This 
report also outlined a 6-year program of pub- 
lic works to buoy up the economy in the post- 
defense era. 

In his message of transmittal, the President 
said the planning board program would make 
available “a shelf of useful projects without in 
any way committing the government to the 
immediate construction of such works.” Be- 
cause of the current national emergency, the 
President said, projects not needed for defense 
have been deferred and a reservoir of nonde- 
fense public work which “can be loosed when 
the pace of rearmament slackens” is being 
stored up. 
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Urging broader controls of the three major 
industries as necessary both in the present na- 
tional emergency and in the post-war era, the 
planning board recommended : 

1. Establishment of a Federal Oil Commis- 
sion with powers to control allocation of pro- 
duction and refining and prices of oil. 

2. An integrated multiple-state-owned grid 
system linked by publicly operated high-ten- 
sion transmission lines. 

3. Codrdination of transportation regula- 
tion, apparently through establishment of a 
Department of Transportation. 


Transport Board Appointed 


A 3-MAN board headed by Wayne Coy of 
Delphi, Indiana, was nominated last 
month by President Roosevelt to study and 
report on the adequacy of existing rail, water, 
and truck systems to carry the nation’s ever- 
expanding commerce. 

Mr. Coy, a Democrat and assistant to Paul 
V. McNutt, Federal Security Administrator, 
was named along with ‘Charles West of Gran- 
ville, Ohio, and Nelson Lee Smith of Hopkin- 
ton, New Hampshire. 

Mr. West is a former Democratic House 
member and served a brief period as Under 
Secretary of the Interior while doing liaison 
work at the Capitol for the President. Mr. 
Smith, an economist and native of Baltimore, 
is chairman of the public service commission 
of New Hampshire. A Republican, he has 
been vice president of the National Association 
of Railroad and Utilities Commissioners since 
1937. The nominations must be approved by 
the Senate before the board can begin to func- 
tion. The law under which it was appointed, 
the 1940 Transportation Act, requires that it 
make a preliminary report by May Ist. 

The board’s authority expires in September, 
1943, but the President has the right to extend 
it another two years. 

The law instructs the board to investigate 
the “fitness or unfitness” of the three trans- 
portation groups to meet the requirements of 
present-day traffic, including the fast-growing 
movement of defense supplies. It also will 
look into Federal subsidies, direct and indirect, 
received by each transportation group, and as- 
certain whether any discrimination is involved 
in Federal and state taxes. 


FPC Requires License 


HE Federal Power Commission last month 

ruled that the Bellows Falls (Vt.) Hydro- 
Electric Corporation must seek a Federal li- 
cense by May 5th for its project on the Con- 
necticut river. The order, result of an inquiry 
started in June, 1939, said the Connecticut was 
navigable from its mouth “up to and beyond 
Bellows Falls.” The commission added that 
the Bellows Falls power facilities affected the 
river’s navigable capacity “and otherwise af- 
fected interstate commerce.” (See also p. 509.) 
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Senator Maloney, Democrat, Connecticut, 
has introduced a resolution (S. R. 85) to pre- 
vent the Senate Commerce Committee from 
reporting favorably in omnibus rivers and 
harbors bills any projects costing more than 
$5,000,000. Maloney contended projects cost- 
ing more than that amount should be con- 
sidered in separate legislation and declared his 
measure would “prevent rivers and harbors 
legislation from being a pork barrel.” 


No Gas Appliances at AGA 
Meeting 


N a letter to members of the Association of 

Gas Appliance and Equipment Manufac- 
turers, sent out on March 20th by the associ- 
ation’s president, W. E. Derwent, it was an- 
nounced that there would be no exhibits at 
the American Gas Association convention next 
fall. Mr. Derwent’s letter stated: 

“Our board of directors at their meeting on 
March 18th, having given every due consider- 
ation to present conditions and to the trends 
as they may affect general business, resolved 
that it is inadvisable to hold an exhibition of 
gas appliances and equipment this year in con- 
junction with the American Gas Association 
convention. 


“The American Gas Association concurred 
in this decision at their executive board meet- 
ing on March 19th.” 


Former TVA Head Loses Suit 


r. Arthur E. Morgan, ousted by President 
Roosevelt in March, 1938, as chairman of 
the Tennessee Valley Authority, lost his battle 
for reinstatement and back salary of $4,583 on 
March 17th. The Supreme Court refused to 
review a decision of the sixth circuit court 
against Dr. Morgan. Justice Frankfurter took 
no part in the action. 

Dr. Morgan was removed after he declined 
to continue to participate in a White House 
hearing designed to investigate his charges of 
maladministration against the TVA. David E. 
Lilienthal and Dr. Harcourt Morgan, his fel- 
low commissioners, had accused the chairman 
of making “false and malicious inferences.” 

In his suit Dr. Morgan held the removal il- 
legal because, he said, the TVA was an inde- 
pendent government agency responsible to 
Congress and not a part of the executive 
branch. To give the President absolute power 
to remove TVA directors would “totally de- 
feat the purpose of Congress, which reserved 
to itself the unrestricted power of removal,” 
Dr. Morgan asserted. 


Arkansas 


FPC Denies Plea 


PPLICATION of the Arkansas Power & Light 
Company for authority to postpone in- 
definitely construction of Blakely dam on the 
Ouachita river was denied by the Federal 
Power Commission on March 21st. The com- 
mission’s order said license requirements with 
respect to the Blakely development had not 
been satisfied, actual construction had not been 
prosecuted in good faith and with due dili- 
gence, nor had the company established when 
it proposed to construct the dam. 


The license for the full project, consisting 
of three separate developments on the Ouachita 
known as the Carpenter, Remmel, and Blakely 
developments, has been amended twice on ap- 
plication of the company, the commission said, 
, order to postpone construction of Blakely 

am. 

The two other developments have been com- 
pleted and put into operation. 

Private citizens and an Arkansas senate reso- 
lution have asked that the company’s license 
be rescinded and that the dam be included in 
the proposed Arkansas Valley Authority. 


California 


Lease Sent Ickes 
Wr city officials of San Francisco still 


in disagreement on one “important” 
point, the proposed city-PG&E power lease on 
March 12th was air mailed to Washington for 
study by Secretary of Interior Ickes. The 
lease cleared the public utilities commission on 
the recommendation of E. G. Cahill, utilities 
chief, who said he was “satisfied” with its 
provisions, including a restriction placed by 
the company on further development of power 
by the city. 
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Ickes had set March 13th as a “deadline” 
for submission of the formal lease under threat 
of cutting off present income derived by the 
city from sale of Hetch Hetchy power to the 
PG&E. Mayor Rossi wired Ickes suggesting 
that a conference be held on March 31st in 
Washington. 

Approval of the lease by the utilities com- 
mission was against the advice of City Attor- 
ney O’Toole, who recommended insertion of a 
clause allowing the city to increase its power 
output, without such increase being incidental 
to an additional water supply for the city. 
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Under the Raker Act, governing use of Fed- 
eral lands for the Hetch Hetchy development, 
O’Toole held the city was compelled to develop 
further power sites or forfeit its future right. 

City officials on March 18th discovered a 
flaw in the proposed lease which may require 
amendment of the contract. Ralph R. Nelson, 
secretary-actuary of the City Employees’ Re- 
tirement System, estimated that omission ofa 
provision in the lease requiring the company to 
return to the city its contributions toward pen- 
sions of employees if the city purchases the 
leased system might cost from $300,000 to 
400,000 unless the lease is amended. City 
Attorney O’Toole declared that the omission 
can be corrected following a ruling by Secre- 
tary of the Interior Ickes. 


Natural Gas Investigation 


wo agencies of the state of California 
last month announced a thorough investi- 


¥ 


gation into the supply and utilization of natural 
gas in the state so as to preserve its greatest 
benefits for the consuming public. 

Pending before the state railroad commis- 
sion were the applications of the Southern 
California Gas Company, Southern Counties 
Gas Company, and Santa Maria Gas Company, 
seeking authority to discontinue service to cer- 
tain industrial customers at such times as 
natural gas may be conserved for the maxi- 
mum benefits of the public. 

In order to make a sound determination of 
the pending applications, the railroad commis- 
sion was said to require a thorough knowledge 
of the natural gas situation throughout Cali- 
fornia. 

Jurisdiction over these matters lies part- 
ly with the railroad commission and partly 
with the State Department of Natural Re- 
sources. That department has urged such an 
investigation be made and has indicated it 
would fully cdoperate with the commission. 


Florida 


Rate Law Approved 


A’ ordinance placing Miami electric rates 
on a definite basis was recently passed on 
first reading by the city commission with R. 
C. Gardner dissenting. The rate schedules 
have been on a temporary basis since the Fed- 
eral courts upheld the city’s regulatory au- 
thority two years ago. 

The pending ordinance would adopt the 
schedules which the company placed into ef- 
fect during the rate litigation and would allow 


¥ 


the company to make 10-year commercial con- 
tracts with one-year cancellation clauses. 
Long-term contracts were a point in contro- 
versy. 

After the city won the court fight establish- 
ing so-called ordinance 1066 rates, the com- 
pany’s billing was jammed because of changed 
metering and the company obtained temporary 
leave of the city to retain its substituted sched- 
ules pending settlement of tax, power, and 
other controversies and sale of the water dis- 
tribution system. 


Georgia 


Army Approves Project 


— of a $28,000,000 hydroelectric 
reservoir at Clark Hill on the Savannah 
river was recommended to the House Rivers 
and Harbors Committee last month at Wash- 
ington by the Army Engineers. Chairman 
Mansfield, Democrat of Texas, said i improve- 
ments to cost about $125,000,000 would be in- 
cluded in an authorization bill which was to 
be introduced. 

A report of the Engineers said there was a 
growing market for electric energy in the area 


which could be reached economically from the 
Clark Hill site. It added that the market soon 
would exceed the capacity of existing gener- 
ating plants. 

Colonel Thomas Hall testified that the Engi- 
neers recommended construction of the reser- 
voir for development of power and improve- 
ment of the river below for navigation. The 
initial cost would be $3,000,000 for the pur- 
chase of lands and preliminary work, The 
Engineers recommended that the remainder of 
the sum needed be made available at the rate 
of approximately $8,000,000 a year. 


5 


Illinois 


FPC Receives Gas Plan 


Te. Illinois communities would 
be supplied with natural gas under a pro- 
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posed contract between the [IIlinois-Iowa 
Power Company and the Mississippi River 
Fuel Corporation which was to be examined 
at hearings before the state commerce com- 
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mission. The Federal Power Commission, 
which received the contract on March 13th in 
Washington, must give its approval also. 

Spokesmen for the company said the pro- 
posed arrangement would mean lower rates 
for consumers. How much lower they were 
not prepared to say. 

The use of manufactured gas was “almost 
standing still, while the use of natural gas is 
increasing rapidly,’ a company spokesman 
said. He added that manufactured gas costs 
more than people want to pay for heating their 
homes. 


In an oral presentation before the rates and 
research division of the Federal Power Com- 
mission, R. E. Eggeman of Illinois-Iowa said 
the contract would mean a net reduction in 
costs to his company and this reduction would 
be passed on to consumers. It would not mean 
an immediate change in the rate structure, 
however, he added. 

Under the contract, Mississippi River Fuel 
would furnish natural gas to Illinois-Iowa at 
284 cents per thousand cubic feet for domes- 
tic and commercial consumers and at 23 cents 
for industrial consumers. 


Indiana 


Commission Reorganized 


CCORDING to a recent dispatch in Telephony 
magazine, the Indiana legislature has 
overridden a veto of Governor Henry F. 
Schricker of house Bill 4, which abolishes the 
Indiana Public Service Commission as or- 
ganized by the 1933 legislature under the Mc- 
Nutt régime, and creates a new commission 
under a different set-up. 
The new bill, which goes into effect May 


1st, terminates all appointments under the old 
act and creates a new 3-member commission, 
no more than two of the same political party, 
to be named by the governor, lieutenant- 
governor, and the state treasurer. One member 
is to be named chairman. 

Under the new bill commission members 
may be removed by the appointing board for 
incompetency, inefficiency, or neglect of duty. 
Salary of commissioners shall not exceed 
$6,000 a year. 


Kansas 


Electric Rates Cut 


A= of an 11.2 per cent decrease in 
residential rates for electric current 
which will mean annual savings of $252,000 
to Kansas Gas & Electric Company custom- 


ers in 72 Kansas towns was announced last 
month by the state corporation commission. 
The towns affected are in southeast and 
south central Kansas. 
The same company made a cut in commercial 
rates last June of $195,000. 


Kentucky 


Draft TVA Bill 


oo District representatives of the Ken- 
tucky Public Power League voted at a 
meeting at Murray State Teachers College at 
Murray last month to appoint a committee to 
draft legislation to be introduced at the next 
session of the state legislature to enable cities 
to contract for TVA power. Members of the 
drafting committee appointed by President 
George Hart were Representative Henry 
Ward, Paducah; H. H. Lovett, Benton; and 
Farland Robbins, Mayfield. 

The league also went on record favoring a 
proposal of Jackson Purchase Rural Electric 
Cooperative Corporation urging construction 
of an electric power po plant in west 
Kentucky to be used by REA and by the 
ammonia plant at Henderson, with a provi- 
sion that it be operated in conjunction with 


APR. 10, 1941 


po TVA power project at the Gilbertsville 
am. 

Delegates agreed to interview each First 
District candidate for the legislature in an ef- 
fort to obtain from each a written statement 
setting forth his position in regard to TVA 
legislation. 

The Kentucky Public Power League was or- 
ganized at Murray recently with two purposes: 

1. To secure TVA power legislation. 

2. To induce TVA to extend its power lines 
into Kentucky immediately rather than wait 
for completion of the Gilbertsville dam 
project. 

Hal Williams, Louisville, director of law, 
said he had assurances from Mayor Joseph D. 
Scholtz and others of Louisville that a dele- 
gation from that section would support the 
Kentucky Public Power League in obtaining 
passage of necessary laws. 
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Michigan 


Bill Penalizes Strikes 


A BILL that would make it a felony to agitate 
virtually any strike by public utility 
workers was introduced last month in the state 
legislature by Representative Loomis K. Pres- 
ton, of St. Joseph. Preston said the bill was 


¥ 


inspired by the recent threat of Consumers 
Power Company employees to strike. 

His bill would make it a felony for any per- 
son not the employer to persuade anyone to 
leave his employment while he is engaged in 
helping furnish electricity, gas, heat, or water 
to any hospital, nursery, or old people’s home. 


Missouri 


Gas Fund Hearing Resumed 


TS legal struggle over ownership of $1,- 
479,301 in excess gas rates impounded in 
Cole County Circuit Court in the 1934 rate and 
valuation case of the Laclede Gas Light Com- 
pany of St. Louis was resumed at Jefferson 
City on March 19th before Circuit Judge Sam 
C. Blair. 

The company claimed it was entitled to the 
entire sum, impounded from February 1, 1935, 
to September 1, 1939, during litigation over a 6 
per cent rate reduction ordered by the state 
public service commission, while the city of St. 
Louis contended the money should be returned 
to domestic and commercial gas users of the 
city, who paid the rates during the litigation. 

Guy B. Thompson of counsel for Laclede 
told the court the rate reduction ordered by 
the commission never had been legally in 


effect, inasmuch as the supreme court re- 
manded the case to the commission on several 
minor points affecting the company’s rate- 
making valuation. 

Associate City Counselor Harold C. Hanke 
of St. Louis took issue with Thompson’s in- 
terpretation, pointing out that the supreme 
court had affirmed all the commission’s find- 
ings except as to the minor points and that 
the court’s opinion clearly sustained the rate 
reduction. Hanke also objected to the com- 
pany’s procedure in offering evidence as to the 
reasonableness of the rate schedule and the 
rate of return fixed by the commission in the 
1934 case. The only question before the pres- 
ent court is the ownership of the impounded 
money, Hanke asserted. 

Both sides have indicated that they would 
appeal to the supreme court if they lost in the 
lower court. 


Nebraska 


Districts Show Deficits 


Ou of Nebraska’s three large public power 
and irrigation districts, the Loup, and a 
smaller district, the Middle Loup, in audits 
filed with Governor Griswold last month show 
deficits in operating expenses for 1940. 

The deficit for the Loup, hydro division, was 
$215,682 and $7,369 for the rural electrifica- 


tion division. For the Middle Loup the deficit 
for the year was $26,976, bringing its total 
deficit to $56,458. 

The Platte Valley Public Power District had 
a deficit before depreciation of $55,550 for 
last year, according to its audit filed with the 
governor. It was explained in the audit, how- 
ever, that if the interest on its bonds had been 
one-fourth of one per cent for the entire year, 
instead of for just a few months, the total 
interest payment would have been only $21,940 
instead of $222,713 and the district would have 
shown a profit before depreciation of $149,223. 

The hydroelectric division of the Loup Dis- 
trict lost $215,682 for the year. The income 
in this division was $360,440, from the sale 
of electricity and other income was shown as 


$1,710 or a total gross income of $362,150. In 
the rural electrification division the income was 
$27,123 with rural sales of power amounting 
to $24,717 and commercial sales of $2,311. 

Among its liabilities the district showed 
$9,268,000 in long-term bonded indebtedness 
not including $851,198 in other long-term debts. 

The Platte District’s operating income for 
1940 was $559,192, which was derived from 
$543,179 in power sales and $16,012 in water 
sales. Operating expenses were $388,723, of 
which $22,982 was for salaries. No account 
has been set up for depreciation on the dis- 
trict’s production or transmission plant, which 
is usually set at between 3 and 4 per cent by 
private power companies. 


Seeks Rehearing 


INFIELD M. Elmen, attorney for the Lin- 

coln Municipal League, recently filed 
with the Federal Power Commission at Wash- 
ington an application for a rehearing of the 
case in which that body approved the sale of 
Iowa-Nebraska to the Consumers Power Dis- 
trict. He had previously filed objections to 
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the findings of the commission that the sale 
= - the public interest, and these were over- 
ruled. 

On the motion for rehearing the league is 
entitled to a ruling by the commission, and 
if a rehearing is denied it can appeal to the 
circuit court nearest the headquarters of the 


power company for a ruling on its rights to 
intervene. The motion set up that the league 
was an unincorporated society made up of 
small users, most of whom are patrons of 
Iowa-Nebraska and are therefore vitally con- 
cerned with the rate structure of any company 
or district that succeeded to its properties. 


New York 


Governor Makes Reappointments 


OVERNOR Lehman sent to the state senate 
on March 19th the name of M. Maldwin 
Fertig for reappointment to the state transit 
commission for a 9-year term. Mr. Fertig, 
former counsel to Governor Roosevelt and to 


Governor Lehman, was-named to the transit 
commission in January, 1938, to fill the unex- 
pired term of Leon G. Godley. 

Other reappointments sent in by the gov- 
ernor included Maurice P. Davidson of New 
York city, trustee of the New York State 
Power Authority. 


North Carolina 


State REA Members Resign 


AX members of the State Rural Electrifi- 
cation Authority resigned last month 
thus lengthening the unprecedented list of ap- 
pointive offices which Governor Broughton 
will fill. 

The state REA board quit in a body ap- 
parently so that Broughton would have a free 
hand in shaping the policy of the agency. The 
governor indicated some time ago that he ex- 
pected the state REA to codperate with the 
Federal REA. The two agencies are reported 
to have had many disputes in the last six 
years. 

The governor asked the board to continue 
to serve for the time being. He made no state- 
ment about whether any of the board members 
would be asked to accept reappointments. The 
board members were Mrs. Jane S. McKim- 
mon of Raleigh, W. M. Sherard of Hender- 
sonville, E. F. Allen of Lenoir, D. E. —— 
of Reidsville, and Dr. S. H. "Hobbs, Lee 
Chapel Hill. Professor D. S. Weaver of North 
Carolina State College is acting chairman of 


the REA, but has announced that he is not a 
candidate for the post of permanent chairman. 


Commission Appointees Named 


ioe Broughton’s two appointments to 
the state utilities commission, a Charlotte 
lawyer and State College professor, were con- 
firmed by the state senate on March 14th with- 
out a dissenting vote. 
he new commissioners, Fred C. Hunter, 

Charlotte lawyer, and Professor Harry Tucker 
of State College, will serve on the commis- 
sion for two and four years, respectively, with 
Stanley Winborne, elected by the people two 
years ago, to serve for six years as chairman. 

Hunter, who was Broughton’s campaign 
manager in Mecklenburg county, graduated 
from the University of North Carolina in 1911 
and four years later received his LL.B. at 
Washington and Lee. For the past twenty-five 
years he has practiced law in Charlotte. 

Tucker for the past thirty-one years had 
been affiliated with the State College and was 
unactive in politics. 


Ohio 


Agrees on Refund 


bagel a dissenting vote, the Columbus 
city council recently passed legislation 
authorizing settlement of the $1,939,000 im- 
pounded money case, refunding $1,400,000 to 
gas consumers, $439,000 to the Ohio Fuel Gas 
Company, and providing $100,000 for distribu- 
tion and court costs. 

Question of whether the ordinance is subject 
to a vote of the people, either at a special 
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election or at the regular November election, 
will be decided by Federal Judge Mell Under- 
wood, councilmen agreed. 

Inquiry at the office of Judge Underwood 
brought the statement that the Federal court 
did not intend to anticipate action by the city 
or company and would have no statement be- 
fore the questions concerning the impounded 
money are officially brought to its attention. 

City Attorney John L. Davies has taken the 
position that the agreement is subject to a 
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referendum, and therefore was expected to de- 
cline to sign the entry, which action would 
automatically bring the matter before the Fed- 
eral District Court. 


Company Cancels Contract 


NCERTAINTY of future service of the Co- 

lumbus municipal light plant last month 
brought about the loss of the $24,000 annual 
account of the David Davies Packing Com- 
pany, it was announced at city hall recently. 
Two factors entered into the decision of the 
company to give up light plant current: Over- 
loaded equipment and the recent strike threat. 
Consequently, the packing plant switched over 
to the circuit of the Columbus & Southern 
Ohio Electric Company. 

City officials have pointed out that the prin- 
cipal reason why the light plant’s equipment 
is taxed to capacity has been due to the fight 
of the Columbus & Southern Ohio Electric 
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Company, waged since 1933, to prevent the 
city from building a $1,000,000 extension to 
the municipal utility. 

Superintendent Robert N. Tucker of the 
light plant had no comment to make. In the 
past he has warned of efforts of the private 
company to thwart development of the munic- 
ipal plant to provide the city government and 
its few commercial and domestic consumers 
with electricity. 

Columbus voters in 1933 approved a bond 
issue for approximately $1,000,000 for an ex- 
tension of the plant. Just before ground was 
broken for the addition, the Columbus & 
Southern Ohio Company began a series of 
lawsuits to stop its construction. The case is 
now before Special Master John D. Summer. 

Manager Jameson of the packing company 
said he would “consider” returning to the mu- 
nicipal service when “we are in a position to be 
sure that there is no danger of a breakdown 
in service.” 


Oregon 


Proposed PUD Tax Killed 


HE state house taxation and revenue com- 

mittee decided last month not to report 
out a bill to tax services of public electric 
utilities after Attorney General I. H. Van 
Winkle held that it would be unconstitutional 
to tax public systems on a different basis than 
private utilities. 

The original bill, by Representative Angus 
Gibson, Lane, and Ronald E. Jones, Marion, 
included both private and public utilities and 
would have offset the levy against real property 
taxation. The committee amended it so that 
the tax would have applied only to municipal, 
PUD, and other public plants. 


Purchases Columbia Power 


HE municipally owned electric system of 
Drain became the eleventh such agency 
to purchase low-cost Columbia river power 
when its mayor, C. A. Catchings, executed a 
20-year contract with Bonneville Power Ad- 
ministrator Paul J. Raver on March 14th. 
Coincident with the announcement of the 
contract, Administrator Raver said that the 
city would reduce its electric rates to retail 
customers an average of 35 per cent as a re- 
sult of the power purchase. 
Drain is located in Douglas county and has 
aa its own electric power system since 
914. 


5 
Pennsylvania 


Gas Shortage Slows Production 


NDUSTRIAL operations, including important 

defense activities, were recently disrupted 
for almost two days in certain sections of 
Pittsburgh due to a gas shortage. 

The Superior Steel Corporation, which has 
substantial defense business on its books, was 
forced to shut down two hot mills when gas 


supplies became inadequate. The major part 
of the annealing department also suspended 
operation. 

The big north side plant of the American 
Radiator & Standard Sanitary Company cur- 
tailed production because of lack of gas for 
the second time, officials said. 

Other industrial users of gas and hundreds 
of domestic consumers were affected. 


¥ 


South Carolina 


Utility Purchase Approved 


OVERNOR Burnet R. Maybank recently an- 
nounced that the Public Works Adminis- 
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tration at Washington had given its approval 
to the transaction under which the South 
Carolina Public Service (Santee-Cooper) Au- 
thority purchases the properties of the South 
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Carolina Utilities Company, in Horry county. 
The governor, who had requested immediate 
action in Washington, was notified by Senator 
James F. Byrnes that the PWA had formally 
approved and the necessary document would be 
signed by the President. 

In making the announcement, the governor 
said the price was $725,000. Within the near 
future the authority will take over the proper- 
ties and begin operation. The sale had already 
been sanctioned by the state public service 
commission, after an agreement had been 


reached between the selling concern and the 
authority. 

The outlay of Federal funds for the Santee- 
Cooper project and for its purchase of the 
privately owned utility has now exceeded 
$51,000,000, it was learned. Large increases 
from the WPA, plus an allotment from the 
PWA to purchase the Horry county electric 
properties, have raised the total to $50,511,000. 

The PWA, chief contributor to the project, 
has so far put $40,025,000 to the account of 
the Santee-Cooper. 


Washington 


Plans Power Boost 


REFERRING to remain independent of the 

Bonneville Administration and other North- 
west Federal power systems, Tacoma plans a 
program of $11,000,000 for expansion of its 
municipal electric facilities, Utilities Commis- 
sioner R. D. O’Neil disclosed recently. He 
told the city council that the expansion was 
necessary to keep pace with increasing indus- 
trial demands. O’Neil stated: 

“We can manufacture our own power 
cheaper than we can buy it from Bonneville. 
If we must compete with Federal power we 
can’t pay the government’s price for it. We 
would have to pay Bonneville 2.8 mills per 
kilowatt hour and we can manufacture our 
own power for 1.44 mills. 

“The expansion is planned in order that 
Tacoma may continue its leadership in having 
the lowest electric rates in the nation.” 

Tacoma signed an interchange agreement 


¥ 


with Bonneville last summer, but O’Neil said 
the arrangement “doesn’t guarantee that the 
Federal agency has to furnish us power.” 


City Acts in Power Fight 


A PETITION seeking to compel the Puget 
Sound Power & Light Company to sell 
its properties in the city of Bremerton to that 
city was filed in the United States District 
Court at Seattle on March 20th. 

The petition asked the court to decree spe- 
cific performance of an ordinance which citi- 
zens of the city voted to take over the power 
company’s properties and operate as a munici- 
pal enterprise. 

Value of the property would be determined 
by two representatives of the city, two of the 
power company, and one outside party. City 
Commissioner C. C. Casad and City Attorney 
J. W. Bryan have been named to represent 
the city, the petition said. 


West Virginia 


PSC Member Appointed 


OVERNOR Neely on March 19th announced 

the appointment of former Governor 
Howard M. Gore of Clarksburg as a member 
of the state public service commission to suc- 
ceed Alexander M. Mahood, minority member 


y 


. the commission, who resigned as of March 


Mr. Gore was governor of West Virginia 
from March, 1925, to March, 1929. 

The governor at this writing had not yet ap- 
pointed anyone to succeed Chairman John J. 
D. Preston on the commission. 


Wisconsin 


Retains PSC Chairmanship 


EUBEN W. Peterson, state public service 

commissioner, was reélected chairman of 
the commission on March 10th to serve until 
the second Monday in March, 1943. Peterson, 
formerly a Republican assemblyman from 
Berlin, was named commission chairman on 
October 11, 1939, 


The commission now includes Peterson, 
Commissioner Robert A. Nixon, former Pro- 
gressive assemblyman, whose term expires in 
March, 1943, and Commissioner W. F. Whit- 
ney, who was recently reappointed by Gover- 
— for a 6-year term ending in March, 


He was first weet to the commis- 


sion by Governor Heil in 1 
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Meet SEC Objection 


HE Securities and Exchange Com- 

mission in 1938 approved, under 
§ 13(b) of the Holding Company Act, 
the organization and operation of The 
United Light and Power Service Com- 
pany. Interlocking relationships received 
the attention of the commission in Re 
Ebasco Services, Inc. (1940) 35 PUR 
(NS) 258. Afterward the organizations 
of other companies were further ex- 
amined in the light of the Ebasco opin- 
ion. 

Amendments to the set-up for The 
United Light and Power Service Com- 
pany have now been approved as the re- 
sult of such an examination. The pay- 
ment of substantial sums by the service 
company to officers, directors, and em- 
ployees of the holding company, where 
substantial portions of such salaries, 
while in the first instance paid by the 
service company, were in turn charged 
to operating companies, was held to be 


the rendering for a charge by holding 
company officers, directors, and em- 
ployees of services to operating compa- 
nies, inconsistent with the standards of 
§ 13. 

The objectionable features were elimi- 
nated except that there remained an ar- 
rangement whereby two officers received 
compensation both from The United 
Light and Power Company and from its 
operating subsidiary, Michigan Consoli- 
dated Gas Company. As to these the 
commission exercised its authority under 
the last sentence of § 13(a) relating to 
exemptions of transactions “involving 
special or unusual circumstances or not 
in the ordinary course of business.” The 
commission was of the opinion that the 
facts presented constituted such circum- 
stances as to warrant a temporary ex- 
emption for a period of six months. Re 
United Light & Power Service Co. 
(File No. 37-24, Release No. 2608). 


a 


Cooperative Service in Areas Where Service 


Cannot Be Obtained 


TS state of Maine has provided by 
statute that an electric codperative 
corporation may be organized and that 
the commission may designate areas for 
service where any electric light and 
power company does not supply reason- 
ably adequate electric service to any por- 
tion of the territory in which it is au- 
thorized to furnish service at reasonable 
rates. 

It is provided that three or more 
persons not receiving, and unable to re- 
ceive, service in the territory at reason- 
able rates may form a codperative cor- 
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poration for that purpose. A petition by 
such a cooperative for designation of 
territory has been denied except as to a 
small portion of the territory sought to 
be served. 

The commission first ruled that it had 
jurisdiction over the cooperative, whether 
it was a public utility or not, especially 
in the matter of designation of territory. 

In construing the law, the commission 
said: 

First, it must be found that the public 


utility does not supply renee adequate 
electric service in some portion of that terri- 
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tory in which it is authorized to furnish 
service. Second, three or more persons must 
not be receiving service. Third, those same 
persons must be unable to receive service 
at reasonable rates. Under those circum- 
stances, those three Or more persons may 
form a corporation for the “transmission, 
use, and sale of electricity in such portion 
of said territory as may be designated by 
the public utilities commission.” These are 
definite, clear, statutory requirements. 
The phrase “unable to receive service” 
was construed as meaning inability at the 
present time to receive service. Testi- 
mony that certain persons in prior years 
had been unable to obtain service was 
not considered sufficient. The commis- 
sion said: 

It would seem logical that no one could 
truthfully claim that he was unable to re- 
ceive service unless that individual asked 
the utility for service. No public utility 
serves any customer unless requested to do 
so, A person could not claiin that he was un- 
able to receive service unless the fact of his 
desiring such service was brought to the 
attention of the utility. ... 


It is the opinion of the commission that 
these requests for service are too long 
ALO. ..0 

This is not sufficient evidence to prove 
inability to receive service. We find attempts 
to get service three, or five, or six, or seven 
years ago, with nothing to bring the inability 
down to a reasonable date, not a compli- 
ance with the provisions of Chapter 230. 


On the question of rates it was testi- 
fied that the codperative would within 
about three years develop customer pat- 
ronage to the point where there would 
be an average use of 80 kilowatt 
hours a month. Estimates as to the fu- 
ture of the codperative and its operation 
costs were, of course, only estimates, but, 
even so, the commission believed that 
the rates offered by present utilities 
should as a matter of fact give to the 
customers even lower rates than those 
proposed by the cooperative if such ad- 
ditional usage were realized. Re Sandy 
River Electric Codperative, Inc. (U. 
1631). 


e 


Exercise of Franchise Rights Approved over 
Objections by Dissenting Commissioners 


EPARATE applications by the Pacific 

Gas & Electric Company for certifi- 
cates of public convenience and neces- 
sity to exercise franchise rights granted 
by the city of Alameda and by the city 
and county of San Francisco were ap- 
proved by the California commission. 
Commissioners Havenner and Wakefield 
dissented in each case because of ques- 
tions relating to the terms of the fran- 
chises. 

The majority commissioners in the 
Alameda Case said that the amount paid 
for the franchise, although seeming to 
reflect in part the city’s claim for use of 
the streets in prior years, must never- 
theless be taken as the consideration paid 
for the franchise itself. In the San Fran- 
cisco Case they said that the sums paid 
for gas and electric franchises, while 
large, were exacted by the city under the 
claim that the company had been enjoy- 
ing an unauthorized use of streets with- 
out payment of any fees. Whatever con- 
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siderations may have influenced the 
parties in arriving at an agreement in re- 
spect to the amounts to be paid, such 
amounts, it was said, must be taken as 
payments made in consideration for the 
grant and representing the cost thereof. 
It was recognized that the utility might 
properly make the usual accounting dis- 
position of costs of franchises and be 
permitted to enter them under the appro- 
priate fixed capital account. 

Commissioner Havenner, in a dissent- 
ing opinion, expressed the view that the 
commission should first determine 
whether the terms upon which the fran- 
chises were acquired were either neces- 
sary or proper. He believed that pay- 
ments in one community in settlement of 
past controversies might not properly be 
included in fixed capital accounts or in 
the rate base of the utility’s system-wide 
operations. 

In the San Francisco Case he said that 
the city and utility were negotiating an 
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agreement whereby the city would lease 
and operate the electric distribution fa- 
cilities, and such an agreement would be 
presented to the commission for approval 
in the immediate future. A certificate un- 
der these circumstances, he said, should 
not be granted until such leasing agree- 
ment was received and examined by the 
commission. 

Commissioner Wakefield declared that 
a certificate “to exercise the right and 
privilege granted by” a city franchise is 
meaningless where granted in response 
to a utility’s alleged need for a right to 
operate, and does not confer authority to 
operate in such city. He expressed the 


opinion that a city may not authorize a 
utility to operate, as its authority is 
limited to control of streets and public 
places and the use thereof by public 
utilities. 

He also criticized the payments for the 
franchises and said that if a record does 
not afford a basis for properly dividing 
the cost between the amount paid for a 
franchise and that paid for past use of 
streets, the matter should be reopened or 
jurisdiction should be retained to pass on 
the question later. Re Pacific Gas & 
Electric Co. (Decision Nos. 33902, 
33903, Application Nos. 22432, 23583, 
23584). 


7 


Adjustments under Sliding-scale Agreement 


NDER a sliding-scale agreement rates 
have been reduced continuously 
during recent years in Washington, 
D. C., where the Potomac Electric 
Power Company operates. Each year the 
commission determines the amount of the 
rate reduction. This year, in making the 
determination, several disputed items 
were disposed of, and the commission 
provided for the lag in reductions occa- 
sioned by the fact that rate reductions 
are not put into effect until February Ist 
of each year, whereas the amounts avail- 
able for return are determined on a 
calendar year basis, beginning January 
Ist. On this point the commission said: 
Undoubtedly, the precise execution of the 
sliding-scale method calls for change of 
rates in the first month of the year follow- 
ing that for which the excess is determined. 
But the data required are not available un- 
til the last part of the first month of the 
following year, after which the hearing must 
be held. The conclusion will not be reached 
until at least one month’s bills have been 
sent out. 

An adjustment could be made in all these 
bills and refunds credited on the following 
month’s bills, but this procedure would be 
unduly expensive. 

The commission prescribed a formula 
which would result in the precise equiva- 
lent in reduction of cost of service to 
the consumer for the year following that 
for which the excess is determined and 
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a corresponding decrease in the gross 
revenues of the company. It was pro- 
vided that from the portion of the excess 
available for rate reductions there should 
be deducted the difference in the revenue 
from the kilowatt hours sold in January 
and February of the test year at the rates 
in effect during those months and the 
same kilowatt hours at the rates in effect 
during the balance of the test year. The 
resulting amount would be absorbed by 
new rate schedules so devised as to ef- 
fect a reduction in gross income of that 
amount from March Ist to December 
31st of the year following the test year, 
based upon the test year kilowatt hours 
March 1st to December 31st. 

The commission was of the opinion 
that taxes actually reported and paid for 
the years 1938 and 1939 should be re- 
flected where the company had for 1938, 
1939, and 1940 accrued income taxes on 
the basis of 3 per cent depreciation rate, 
but for the years 1938 and 1939 made its 
return and paid its tax on the basis of 
3.5 per cent. Certain contributions were 
eliminated, including contributions to the 
Greater National Capital Committee, 
Cherry Blossom Festival, and National 
Symphony Orchestra. The impropriety 
of the inclusion of charitable contribu- 
tions in operating expenses was said to 
be quite clear. 
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An item which the company contended 
had been permitted by earlier accounting 
classifications was excluded, with the 
statement that the commission may at 
any time rectify errors or omissions. An- 
other item was deducted representing 
amounts paid by consumers after the 
adoption of the sliding scale, under a rule 
promulgated during the World War re- 


quiring customers to pay the difference 
between war-time and so-called normal 
costs of service extensions. 

These were said to be clearly con- 
tributions which are to be excluded 
under the commission’s decisions. Re 
Potomac Electric Power Co. (Order 
No. 2000, Formal Case No. 296, P.U.C. 
No. 3261). 


e 


SEC Cannot Issue Injunction 


MOTION for an order directing the 
Philadelphia Gas Works Company, 
a subsidiary of The United Gas Im- 
provement Company, “to cease and de- 
sist from unlawfully operating facilities 
for the production and distribution of 
manufactured gas in the city of Phila- 
delphia,” was denied by the Securities 
Commission. The ground for such an 
order was the allegation that the com- 
pany had acquired the utility assets which 
it operated by lease from the city of 
Philadelphia without first securing ap- 
proval of the commission, in violation of 
§ 9(a) of the Holding Company Act. It 
was also alleged that the holding com- 
pany had guaranteed performance by the 
subsidiary of its obligations without sub- 
mitting the transaction for the scrutiny 
of the commission, in violation of Rule 
U-12B-1. 
The commission, in denying the in- 


junction, stated in part as follows: 

Whether these allegations are true we 
need not now decide, for as we conceive our 
authority under the act we must without re- 
gard to the facts deny this motion for want 
of power to grant it. This conclusion is in- 
evitable because our only powers, when a 
provision of the act or of a rule is being 
violated, are, under § 18(f) of the act, to 
bring an action in the proper district court 
of the United States to enjoin the violation, 
or to transmit the evidence to the Attorney 
General for criminal prosecution, or both. 

It should not be overlooked, however, that 
the allegations made in support of this mo- 
tion may, if true, be of consequence at some 
future stage of these proceedings if and 
when any asserted right of The United Gas 
Improvement Company to retain the Phila- 
delphia Gas Works Company is at issue. 

Nothing in this opinion should be con- 
strued as in any way passing upon the truth 
or legal effect of the matters alleged. 


Re United Gas Improvement Co. et al. 
(File No. 59-6, Release No. 2584). 


e 


Order Refusing Telephone Service for 
Gambling Purposes Upheld 


bows Pennsylvania commission last 
year denied a complaint against a 
refusal to furnish telephone service 
which would be used in connection with 
the publication of scratch sheets deal- 
ing with horse racing and gambling in- 
formation and in the dissemination of 
horse-racing news by telephone [35 PUR 
(NS) 87]. The Pennsylvania Superior 
Court has affirmed the order in a deci- 
sion fully sustaining the findings of the 
commission. 
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Cases cited and relied upon by the ap- 
plicant for service, said the court, would 
be very helpful if this were an appeal 
from a conviction for gambling or for 
assisting and abetting pool selling or 
book making, or from an order for the 
confiscation and destruction of the 
“scratch sheets,” but they had little or 
no bearing on the question involved, 
which was, whether the commission was 
guilty of error in refusing to compel the 
Bell Telephone Company to supply its 
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facilities and furnish its service in order 
that the customer might use them in fur- 
therance of the publication, sale, and dis- 
tribution of his scratch sheets. 

The settled policy of the common- 
wealth, the court continued, is opposed to 
gambling. Laws against gambling are not 
of a recent or ephemeral character. In 
further prevention of gambling, and es- 
pecially of pool selling and book making, 
the general assembly in 1938 made it un- 
lawful for any telephone or telegraph 
company knowingly to furnish any pri- 
vate wire used or intended for use in the 
dissemination of gambling information. 


The court observed that the company had 
refused this service in order to cooperate 
with police authorities in their campaign 
against pool selling, book making, and 
other forms of gambling. It was said: 


The duty resting upon the telephone com- 
pany, as a public utility and a common car- 
rier, to furnish its service and facilities to 
the public generally and without discrimina- 
tion, is limited to lawful service and does 
not extend to the furnishing of service used 
or intended to be used in violation of law 
or to aid in an unlawful undertaking. 


Plotnick v. Pennsylvania Public Utility 
Commission et al. 


7 


State Permit Insufficient for Hydroelectric 
Project 


Ber Federal Power Commission, 
after ruling that the Connecticut 
river is navigable as far as Bellows Falls, 
held that a Federal permit was necessary 
for construction of a hydroelectric proj- 
ect. The company involved maintained 
that the project was not unlawful under 
§ 23(b) of the Federal Power Act be- 
cause, even if the river was navigable, 
the project was constructed and was be- 
ing maintained and operated under per- 
mits from the state of New Hampshire. 
The commission said that if the proj- 
ect had been constructed, maintained, 
and operated under the terms of a permit 
granted by the state prior to June 10, 
1920, the contention would still be with- 
out avail. The commission continued : 


Even though a state has granted permis- 


e 


sion to the full extent of its authority, never- 
theless a construction of the character here 
involved on navigable waters of the United 
States requires a permit by competent Fed- 
eral authority. . 

The language of § 23(b) is far removed 
from the possibility of interpreting the 
word “permit” to include anything but a 
Federal permit. The prohibition contained in 
this provision is directed not only against 
private persons, but also against states. If 
it be said that a state, by its very under- 
taking to construct, maintain, and operate 
a project, grants itself a permit, there is no 
meaning in the inclusion of the states with- 
in this provision. If a state may not con- 
struct, maintain, or operate a project in a 
navigable water of the United States with- 
out Federal authority, then certainly a pri- 
vate corporation may not do so. 


Re Bellows Falls Hydro-Electric Corp. 
et al. (Opinion No. 60, Docket No. IT- 
5584). 


Other Important Rulings 


HE Connecticut Supreme Court of 

Errors held that a taxicab owner 
is responsible for the acts of his servants 
while acting within the scope of their 
authority, that a certificated taxicab 
owner must exercise reasonable super- 
vision of his agents, and that the com- 
mission may revoke such an operator's 
license for failure to exercise sufficient 
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supervision. Bisconti v. Public Utilities 
Commission, 16 A(2d) 486. 


The Securities and Exchange Commis- 
sion approved a declaration by a regis- 
tered holding company covering the is- 
suance of 10-year unsecured instalment 
notes. Their primary purpose was to ob- 
tain cash for discharging present indebt- 
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edness aggregating approximately three 
times the amount of the note issue. The 
amount of the notes to be issued was 
relatively small in proportion to the total 
assets of the holding company system 
and the notes contained liberal prepay- 
ment provisions. The commission did not 
believe that such an issue would be detri- 
mental to the enforcement of the pro- 
visions of § 11 of the Holding Company 
Act. Re Commonwealth & Southern 
Corp. et al. (File No. 70-207, Release 
No. 2586). 


The California commission stated the 
rule that a certificated carrier which has 
charged other than tariff rates, has not 
offered adequate service, and has disre- 
garded its common carrier duties, should 
not be permitted to protest successfully 
against the grant of a certificate to one 
who is willing to render a specialized 
service in consonance with the needs of 
the shipping public. Moreover, it was 
said, the protest of a carrier which is 
without authority to render a service 
similar to that proposed may be disre- 
garded. Re Pixley (Decision No. 33814, 
Application No. 23745). 


The Iowa commission, in denying au- 
thority to operate a motor carrier serv- 
ice, enumerated these factors which 
must be considered in granting or deny- 
ing a certificate of convenience and 
necessity : Public demand for the service, 
adequacy of existing service, probability 
of continuing reliability of existing 
facilities, sincerity of support or oppo- 
sition with respect to the application, 
financial ability of the applicant, equip- 
ment proposed to be used, condition of 
the highways, proposed rates, kind and 
frequency of proposed service, differen- 
tiation between existing and proposed 
service, effect of establishment of pro- 
posed service upon existing rail or mo- 
tor carriers, and whether the proposed 
service will be in the public interest. Re 
Thomson, Trustee of Chicago & North 
Western Railway Co. (Docket No. H- 
2858). 


The court of civil appeals of Texas 
held that a railroad company cannot be 
estopped to charge and collect the true 
and lawful freight rate even though it 
has erroneously quoted a lower rate and 
though the shipper, relying on such quo- 
tation, entered into a contract which it 
otherwise would not have entered into. 
Yates et al. v. Texas & New Orleans 
Railroad Co. 144 SW (2d) 916. 


The California commission held that 
where past decisions had authorized joint 
rates between two truck carriers, when 
operating independently, and a third 
party had received authority to acquire 
both rights, such authority to transfer 
included the right to public joint rates 


and to maintain through service. Re In- § 
ter-Urban Express Corp. et al. (Decision 


No. 33826, Application Nos. 12677, 
13551). 


The Arkansas Supreme Court, in 
modifying a lower court decree which 
had affirmed a commission order permit- 
ting motor carrier operations, held that 
the line should not serve certain points 
because the operations were “not a neces- 
sity within the meaning of the law” al- 
though unquestionably a “convenience.” 
Missouri Pacific Transportation Co. v. 
Corporation Commission. 


The California commission held that a F 
commodity restriction to protect carriers 
of household goods was unnecessary f 


where a rail subsidiary was being author- 


ized to handle only traffic having prior i 


or subsequent rail haul under rail tariffs. 


Re Pacific Motor Trucking Co. (Deci- 


sion No. 33821, Application No. 22926). 


The Montana Supreme Court held that 
an action to enjoin enforcement of an 
order reducing rates must be brought in 
the county where the order is applicable 
and where it is proposed to be enforced 
rather than where it is made. Montana- 
Dakota Utilities Co. v. Montana Pub- 
i Service Commission et al. 107 P(2d) 

33. 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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DEPT. OF PUB. SERV. OF WASH. v. PACIFIC TELEPH. & TELEG. CO. 


FEDERAL COMMUNICATIONS COMMISSION 
Department of Public Service of Washington 


The Pacific Telephone & Telegraph 
Company et al. 


[P-13, Docket No. 5681.] 
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1. The results of over-all operations of telephone companies may not be 
accepted as conclusive with respect to rates on any particular class of 
traffic, as other factors must be considered and weighed, although, if over- 
all operations were found to be producing an inadequate return or were 
resulting in an actual loss, it would be clear that rates for one or more 
classes of traffic were less than adequate and the Commission might hesi- 
tate to order a reduction in a particular rate on the ground of unreason- 
ableness, p. 136. 


) Return, § 112 — Telephone system — Risk — Interest rates. 


2. A fair rate of return is substantially less than 5.97 per cent, based on 
net book cost of plant, for telephone companies having no risks which are 
not common to the country as a whole, when comparison is made with 
the interest yield on United States government bonds, p. 137. 


| Apportionment, § 1 — Conclusiveness of evidence. 


3. The Commission is not bound to accept the result of unsatisfactory 
separation studies relating to classes of telephone service because of the 
absence of something better in the way of a different separation study; 
the Commission may derive a reasonable result on the basis of the record 
before it without attempting to develop another separation study, p. 138. 


Evidence, § 11 — Presumptions — Voluntary operation at loss. 
4. The assumption that the management of a system of telephone com- 
panies has been satisfied to operate its interstate toll service at cost or 
at a loss, when it has been for many years practically free from restric- 
tion by any regulatory body, is not justified; and a separation study in- 
dicating such operation is either unsound or so inaccurate as to destroy 
its probative value, p. 141. 


Evidence, § 13 — Presumptions — Regulatory authorities — Profit allowance. 
5. An assumption that state regulatory authorities have permitted intra- 
state operations of telephone companies to carry the entire load of pro- 
ducing over-all profits of the telephone system, as indicated by separation 
studies, is not justified, p. 141. 


Apportionment, § 7 — Telephone plant — Peak load factor. 


6. The service responsible for peak loads of a telephone company should, 
in an apportionment between classes of service, have allocated to it the 
plant required only on account of those peaks, p. 141. 
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Apportionment, § 38 — Telephone expenses — Peak load factor. 
7. The theory that the service responsible for peak loads of a telephone 
company should, in an apportionment between classes, have allocated to it 
the plant required only on account of those peaks has some application to 
allocation of operating expenses, p. 141. 


Rates, § 120 — Reasonableness — Federal Communications Act. 


8. The Federal Communications Act recognizes no distinction between rela- 
tive unreasonableness and intrisic or absolute unreasonableness with re- 
spect to rates, p. 142. 


Return, § 65 — Reasonableness as a whole. 


9. Intrinsic unreasonableness is to be determined usually with respect to 
the entire revenues of a public utility or enterprise in relation to the value 
of its entire property, p. 142. 


Rates, § 139 — Reasonableness — Comparison — Telephones. 


10. Seldom can a telephone rate be found unreasonable without compart- 
son of the rates to other points, and this statement has equal force with 
respect to a scale of rates on a particular class of service where a utility 


supplies several classes of service through the joint or common use of the F 


same property, p. 142. 
Rates, § 582 — Telephone tolls — Cost and traffic averages. 
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11. Statistics covering cost and traffic averages of long-distance telephone F 


line operations throughout the United States can have little if any proba- 


tive value in testing the comparative reasonableness of interstate telephone F 
rates for a particular western region, since these averages are influenced F 
substantially by the inclusion of traffic between large metropolitan centers FF 
in the east and further influenced by the choice of routes to be operated FF 


and facilities to be used by the parent corporation through the long lines F 


department in providing this service, p. 143. 
Rates, § 582 — Telephone tolls — Density of population. 


12. Density of population, if relevant at all in relation to the cost of fur- F 
nishing telephone toll service, should more properly be related to the area F™ 
reasonably to be served by the telephone plant and should not include sub- Ff 


stantial portions of the general area where no service is rendered, p. 143. 
Rates, § 180 — Reasonableness — Voluntary rate. 


13. It is a fair assumption that a voluntarily established interstate tele- : 


phone toll scale is not less than a maximum reasonable scale, p. 145. 


Rates, § 134 — Reasonableness — Comparisons — Interstate tolls. 


14. An interstate telephone rate applicable to calls within the territory of P 


a telephone system is unreasonably high when it is greatly in excess of an 
interstate rate applicable to calls from points within such territory to out- 
side points (40 per cent or more in some mileage blocks), if the other scale 
is a reasonable maximum scale, p. 146. 


Rates, § 184 — Reasonableness — Presumptions. 


15. A greater charge for a shorter than for a longer distance over the 
same route is prima facie unreasonable, p. 146. 


Discrimination, § 181 — Telephone toll rates — Effect of railroad regulator 
policy. 


16. Practices, policies, and rules of law relating to discrimination as de} 
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veloped in decisions under the Interstate Commerce Act for the regulation 
of railroad rates (a highly competitive industry) have little application, if 
any, to the regulation of telephone toll rates (the service being monopolis- 
tic in character) under the Communications Act, p. 146. 


Discrimination, § 17 — Rates — Inequality — Competitive injury. 
17. Users of telephone service are entitled to equality of charges for the 
same or equivalent service without a showing of competitive injury and 
without an inquiry as to the particular purpose of the telephone use by 
each subscriber, p. 146. 


| Discrimination, § 181 — Telephone rates — Interstate tolls. 
18. Discrimination and prejudice exist against a telephone user who is 
required to pay at a higher rate per unit of service furnished (message- 
minute-mile) for a call from a city within the territory of a telephone 
system to another city within the same territory than is required of another 
subscriber for a call between such city and a city outside of that telephone 
system, and it is not necessary to show that such telephone user is unable 


to do business or is deprived of business because of the level of rates, 
p. 146. 


) Discrimination, § 19 — Method of eliminating — Rate reduction. 

A 19. The only proper method of correcting the situation when interstate 
telephone toll rates within a telephone system’s territory are unreasonably 
high and produce undue and unreasonable discrimination and prejudice, 
being greatly in excess of rates for calls to points outside of the system, 
is to reduce the interstate scale applicable within such territory to the level 
of the other interstate scale of rates, p. 150. 


5 Rates, § 591 — Telephone tolls — Board-to-board and station-to-station methods. 
Description of the two methods of stating telephone toll rates described as 
“board-to-board” and “station-to-station,” p. 139. 


_E) Apportionment, § 49 — Telephone business — Board-to-board basis — Station-to- 
: station basis. 
Discussion of the use of the board-to-board basis and the station-to-station 
basis in a separation study to determine earnings on exchange and toll tele- 
phone traffic, p. 140. 


[February 4, 1941.] 


NVESTIGATION upon motion of Commission into rates, 
charges, classifications, services, and practices of a telephone 
company and its subsidiaries applicable to interstate communica- 
tion service; regional interstate telephone rates held to be unrea- 
sonable and discriminatory and rate reduction ordered. 


¥ 


APPEARANCES: For the respond- Stephan; for the California Railroad 
ents, Alfred Sutro, A. T. George, Commission, E. F. McNaughton, 
Fletcher Rockwood, Otto B. Rupp; Director of Public Utilities Depart- 
for the Complainant, Department of ment, Arthur B. Frye, Chief of the 
Public Service of the state of Wash- Telephone Division, Loren East, Re- 
ington, Carl I. Wheat, Albert B. search Engineer, John E. Benton; for 
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the Public Utilities Commission of 
Idaho, Public Utilities Commission- 
er of Oregon, Public Service Com- 
mission of Nevada, National Asso- 
ciation of Railroad and Utilities 
Commissioners, John E. Benton; for 
the city of Seattle, A. C. Van Sol- 
len, Corporation Counsel, and Glen 
E. Wilson, Assistant Corporation 
Counsel; for the city of Spokane, 
George M. Ferris, Corporation Coun- 
sel; for King county, Washington, 
B. Gray Warner, Prosecuting Attor- 
ney, and Harry A. Bowen, Deputy 
Prosecuting Attorney; for Seattle 
Telephone Users League, Raymond 
D. Ogden; for Telephone Users 
League of Washington, Skeel, Mc- 
Kelvy, Henke, Evenson & Uhlmann; 
for the Federal Communications Com- 
mission, Frank B. Warren. 


By the Commission: On June 28, 
1939, the Department of Public Serv- 
ice of the state of Washington filed 
with this Commission its complaint al- 
leging, among other things, that the 
interstate rates of the Pacific Tele- 
phone and Telegraph Company, here- 
inafter referred to as the respondent, 
were unjust, unreasonable, excessive, 
and unreasonably discriminatory in 
respect to respondent’s patrons in the 
state of Washington. The Washing- 
ton Department prayed that respond- 
ent be required to prepare and submit 
a statement of the revenues from, ex- 
penses incurred in connection with, 
and property used by it in furnishing 
interstate communication service in 
each of the states served. Thereafter, 


on July 12, 1939, this Commission is- 
sued its order directing the respondent 
to prepare and file the data, hereinafter 
referred to as the separation study, re- 
quested by the complainant, including 
an explanation of the bases for the al- 
location of any amounts not directly 
assignable to a particular class of 
service or to a particular state. On 
August 8, 1939, this Commission, on 
its own motion, issued its order under 
§ 205 of the Communications Act, 47 
USCA § 205, instituting an investiga- 
tion into the interstate rates, charges, 
etc., of the respondent above named 
and its two wholly-owned subsidiaries, 
Bell Telephone Company of Nevada 
and Southern California Telephone 
Company. These two wholly-owned 
subsidiaries were later made parties 
respondent to these proceedings. 

We invited the codperation of the 
state regulatory authorities in the 
states affected and their representa- 
tives sat with our presiding Commis- 
sioner, Paul A. Walker, at the hear- 
ing.* We have availed ourselves of 
their advice in considering the proper 
disposition of the proceeding and they 
concur in the views herein expressed, 
and in the result. 

All three respondents are referred 
to collectively hereinafter as the “Pa- 
cific System.” 

The expression “Pacific territory” 
means that territory served by the re- 
spondents directly through _ their 
owned or leased facilities and includes 
the states of Washington, Oregon, 
California, Nevada, and that portion 





* California Railroad Commission, Ray C. 
Wakefield, Commissioner; Department of 
Public Service, state of Washington, A. M. 
Garrison, Supervisor of Public Utilities; 
Public Utilities Commissioner, state of Ore- 
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gon, Ormond R. Bean, Commissioner; Public 
Utilities Commission of Idaho, J. W. Cornell, 
President, Reese Hattabaugh, Commissioner; 
Public Service Commission of Nevada, C. B. 
Sexton, Chairman. 
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of Idaho generally north of the Sal- 
mon river. 

“Interstate Pacific’? business or 
traffic means interstate communication 
business or traffic of respondents both 
originating and terminating in Pacific 
territory. “Other interstate’ busi- 
ness or traffic is interstate communica- 
tion business or traffic of respondents 
which either originates or terminates 
(but not both) in Pacific territory. 
Other interstate business may also in- 
clude a negligible amount of traffic 
which transits a portion of Pacific ter- 
ritory. 

The Pacific Telephone and Tele- 
graph Company publishes, for itself 
and the other two respondents, rates 
applicable to both “interstate Pacific” 
and “other interstate” traffic. 

Pursuant to the Commission’s order 
of July 12, 1939, the respondents sub- 
mitted a separation study for the cal- 
endar year ended December 31, 1938, 
and for the twelve months ended June 
30, 1939, which purports to show the 
revenues from, the expenses incurred 
in connection with, and the cost of 
| property used in furnishing intrastate, 
“interstate Pacific,” and “other inter- 
state’ services. 


Hearings were held at Seattle and 
San Francisco and the record was 


closed April 6, 1940. Respondents 
submitted proposed findings and brief 
in support thereof. On August 15, 
1940, the Commission issued its pro- 
posed report. Respondents filed ex- 
ceptions thereto and briefs in support 
thereof. The proposed report and the 
exceptions thereto were argued orally 
before the Commission on November 
14, 1940. Various counsel represent- 
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ing respondents, the complainant, and 
other interested state Commissions, as 
well as counsel for this Commission, 
were heard at that time. 


The respondent, Pacific Telephone 
and Telegraph Company, is a Califor- 
nia corporation and is an operating 
unit in the Bell System. Southern 
California Telephone Company is a 
California corporation, and Bell Tele- 
phone Company of Nevada is incor- 
porated under the laws of Nevada. 

The Bell System includes a group 
of telephone companies severally op- 
erating in various geographical areas 
throughout the United States. These 
are commonly referred to as the As- 
sociated Companies. They are con- 
trolled by the American Telephone and 
Telegraph Company which also owns 
and operates interstate telephone toll 
lines interconnecting a large number 
of exchanges in the United States. 
The American Telephone and Tele- 
graph Company owns about 83 per 
cent of the voting stock of Pacific 
Telephone and Telegraph Company, 
which in turn owns all of the voting 
stock of the other two respondents 
named. The minority stock interest of 
respondent, Pacific Telephone and 
Telegraph Company, is so scattered 
that it is not available for any exercise 
of corporate control. The minority 
interest consists of 179,043 shares of 
preferred stock held by 2,716 stock- 
holders and 256,291 shares of com- 
mon stock held by 4,812 stockholders. 
The holdings of American Telephone 
and Telegraph Company are 640,957 
shares of preferred stock and 1,548,- 
709 shares of common stock. All the 
above figures are as of December 31, 
1939, 
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Interstate Rate Schedules of 
Respondents 


Prior to the Postmaster General’s 
Order No. 2495 of December 13, 
1918, there was a notable lack of uni- 
formity in interstate message toll 
telephone rate schedules, both as to 
charges per unit of service and as to 
the types of service. This order of the 
Postmaster General attempted to es- 
tablish a uniform nation-wide basis 
for the statement of interstate mes- 
sage toll telephone rates. The rates 
and the classifications provided there- 
in were applicable to “other interstate” 
business of the Pacific System on 
January 21, 1919, and to “interstate 
Pacific’ business on February 21, 
1919. This equality prevailed until 
October, 1926. The two scales of 
rates applicable to ‘interstate Pacific” 
traffic and to “other interstate” traffic, 
for convenience, are referred to re- 
spectively as the “interstate Pacific’ 
scale and the “other interstate” scale. 

Long lines department is an oper- 
ating department of the American 
Telephone and Telegraph Company, 
the latter being sometimes referred to 
hereinafter as the American Company. 
By virtue of an adoption by Pacific 
Company of long lines department 
tariffs, and concurrence in Pacific 
Company tariffs by the other two re- 
spondents, changes made by the long 
lines department in its schedule of 
rates have become applicable to “other 
interstate” business of the Pacific 
System. The “interstate Pacific” 
schedule has not been adjusted in all 
instances to conform to the changes in 
the tariff covering “other interstate” 
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traffic. The situation reviewed here 
is one where the respondents maintain 
two levels of rates for interstate tele- 
phone service furnished by them, both 
services making common indiscrimi- 
nate use of the same facilities and per- 
sonnel and being so intermingled in 
Pacific territory as to present no ma- 
terial difference from the standpoint 
of operations of respondents. 

The discussion in this report will 
be limited to message toll telephone 
rates. The respondents supply other 
classes of interstate communication 
service, such as message telegraph, 
private line telephone and telegraph, 
program transmission, and others. 
Message toll telephone service supplies 
about 90 per cent of the revenue from 
all classes of toll communications 
service. Investigation of the applica- 
ble tariffs indicates that for most of 
the toll services, other than message 
toll telephone service, rates within Pa- 
cific territory do not vary materially 
from those published by the long lines 
department where both the Pacific & 
System and the long lines department F 
supply the same class of service. ; 

The “interstate Pacific” schedule of F 
message toll telephone rates is the} 
same as the “other interstate” schedule 
for distances up to 42 miles but is gen- FF 
erally higher than the “other inter- 
state” 
Various exhibits introduced in evi-F 
dence set forth the differences infty 
charges for different mileages and be- FF 
tween specific points. The following f 
table is illustrative of the difference be 
tween the two rate scales or schedules. F 





schedule for greater distances. F ” 
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Initial Period Rates 


Station-to-Station 


Day Night and Sunday Day 
Inter- 
state 
Pacific 


Other 
Inter- 
state 


Other 
Inter- 


Inter- 
state 
Pacific 


Rate 
Airline 
Miles 

25 
50 
100 
200 
300 
400 
500 
600 
700 
800 
900 
1,000 
1,100 a 
1,200 1.80 
The tariff presently applicable to 
“interstate Pacific” and “other inter- 
state” business is Tariff F. C. C. No. 
89 published by Pacific Telephone and 
| Telegraph Company and concurred 
in by the other two respondents. Tar- 
iff F. C. C. No. 132 published by the 
| long lines department of the American 
‘Company is incorporated in Tariff 
F.C. C. No. 89 of the Pacific Com- 
| pany by reference. The respondents, 
| Bell Telephone Company of Nevada 
and Southern California Telephone 
| Company, interchange business di- 
F rectly with long lines but do not con- 
) cur directly in long lines Tariff F. C. 
) C. No. 132. The so-called “other in- 
) terstate” scale is a publication of Pacific 
Telephone and Telegraph Company ap- 
plicable to “other interstate” business 
| and binding upon Southern California 


» Telephone Company and Bell Tele- 


if) phone Company of Nevada by virtue 


© of their concurrences in Pacific Tele- 
§ phone and Telegraph Company Tariff 
| F.C. C. No. 89. Message toll tele- 
phone rates are stated on an airline 
} basis between rate centers.? 





1Rate centers are points between which 
rate airline mileages are computed to arrive 
at the charges for toll messages between in- 
dividual pairs of telephone stations. 
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2.10 


Person-to-Person 

Night and Sunday 
Other Inter- 
Inter- state 

state Pacific state Pacific 


$ .35 $ .35 $ .35 
59 .65 50 
75 .90 aa 

1.10 1.40 
1.40 1.65 

2.00 

2.40 

243 

3.15 

3.50 

3.75 

4.00 

4.50 

4.75 


Between February, 1919, when the 
Postmaster General’s scale of toll rates 
became effective, and October, 1926, 
and again between December 1, 1936, 
and January 15, 1937, the “interstate 
Pacific” schedule and the “other in- 
state” schedule were the same. The 
record shows that the respondents 
have not made any comprehensive an- 
alysis of the relative traffic and oper- 
ating conditions applicable to “inter- 
state Pacific” business and “other in- 
terstate” business as a basis for the 
various adjustments of the “interstate 
Pacific” rates maintained from time 
to time. No separation study such as 
was presented in this case was pre- 
pared as a foundation for the adoption 
of these changes. The departure 
from the uniformity prevailing from 
December 1, 1936 to January 15, 
1937, was not based upon any analysis 
of the relative cost or of profit from 
the two classes of business concerned. 

In this proceeding, the respondents 
contend that higher average costs, al- 
leged to be established by the evidence 
in this proceeding, justify the main- 
tenance of “interstate Pacific” rates 
on a higher level than those for “other 
interstate” traffic, although relative 
37 PUR(NS) 
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costs have never been used by respond- 
ents as a basis for rate adjustments in 
the past. It is apparent that the cost 
theory has been advanced by respond- 
ents only in resisting rate adjustments 
and has had no practical application to 
their voluntary establishment of rates. 

In participating in supplying service 
under the “other interstate” schedule, 
the respondents are compensated for 
their portion of the service supplied by 
receiving 66 per cent of the revenue 
derived from calls sent paid from and 
received collect at stations on their sys- 
tem. This is their total compensation 
for all business interchanged with the 
long lines department of the American 
Company. If the revenue from calls 
sent collect from and received paid at 
Pacific System stations is included, the 
percentage retained by the Pacific Sys- 
tem would be reduced about one-half, 
and the Pacific System would receive, 
therefore, about 33 per cent of the tolls 
collected from the public for all busi- 
ness interchanged with the long lines 
department. The profit to the Pacific 
System from traffic interchanged with 
long lines department is measured by 
this division of revenue and not by the 
“other interstate” scale of rates. The 
Pacific System does not receive a 
straight mileage pro rata, via either 
airline or physical route. Out of this 
33 per cent division of the tolls col- 
lected from the public, the respondents 
are required in some instances to com- 
pensate their connecting companies in 
Pacific territory when the calls origi- 
nate or terminate on the lines of one of 
these connecting carriers. In some in- 
stances the amount paid out by re- 
spondents to their connections in Pa- 
cific territory, may be greater than 
their portion of the revenue from busi- 
37 PUR(NS) 


ness interchanged with the long lines 
department. In the case of “interstate 
Pacific” traffic, the respondents re- 
tain all the revenue except that turned 
over to their connections when the call 
originates or terminates on a connect- 
ing carrier’s system. 

No attempt has been made by the 
respondents to show whether or not, 
for a comparable unit of service such 
as a message minute mile, the “inter- 
state Pacific” scale produces a greater 
or less compensation to them than the 
“other interstate” scale. It is thus en- 
tirely possible that respondents are 
supplying service under the “interstate 
Pacific’ scale, measured by commonly 
accepted service units, on a basis rel- 
atively much higher than would ap- 
pear from a mere comparison of “in- 
terstate Pacific’ and “other interstate” 
rate scales. 


Pacific System Operations as 
a Whole 


[1] The results of over-all opera- 
tions of the respondents may not be 
accepted as conclusive with respect to 
rates on any particular class of traffic. 
Other factors must be considered and 
weighed. However, if respondents’ 
over-all operations were found to be 
producing an inadequate return or 
were resulting in an actual loss, it 
would be clear that rates for one or 
more classes of traffic were less than 
adequate and the Commission might 
hesitate to order a reduction in a par- 
ticular rate on the ground of unrea- 
sonableness. 

The over-all operations of the Pa- 
cific System have been very profitable 
for a long period of years. During 
the last fifteen years, the net earnings 
of the system ranged from a low of 
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5.44 per cent to a high of 7.63 per cent 
of the average net book cost of tele- 
phone plant and equipment. Viewed 
from another angle, the system has, 
during the last fifteen years, paid the 
dividends regularly on its outstanding 
6 per cent preferred stock and divi- 
dends of 6 per cent or more on its out- 
standing common stock, in addition to 
absorbing direct surplus charges of 
more than $11,000,000. In spite of 
these charges to surplus, the system 
accumulated over this period a surplus 
of about $4,500,000 of undistributed 
earnings after providing for depreci- 
ation of some $98,000,000 in excess of 
actual net retirement losses during this 
period. The record indicates that fu- 
ture earnings will produce a higher 
rate of return than the average for 
the fifteen years shown. The net op- 
erating income of the Pacific System 


for the year ended December 31, 1938, 


was $20,237,104. For the eleven 
months ended November 30, 1939, the 
net operating income was $20,529,- 
835. On an annual basis the ratio of 
net operating income to average net 
book cost of telephone plant and equip- 
ment was 5.97 per cent for the year 
1938 and 6.50 per cent for the eleven 
months ended November 30, 1939. 
The estimates for 1940 indicate a 
substantial increase in gross and net 
earnings. All of the above figures 
are taken from statements prepared by 
the respondents, without adjustment. 
Undisputed testimony in the record 
indicates that these reported figures 
might be revised considerably to re- 
flect elimination of excessive amounts 
included in operating expenses and in 
the investment -accounts, and if this 
were done, the respondents’ earning 
position would be even stronger. 
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[2] A rate of return which would 
be fair for the Pacific System, as of 
the date of inquiry, is below the ratio 
of net operating income to net book 
cost of plant for recent periods. 
These ratios are, respectively, 5.97 
per cent for 1938 and 6.50 per cent 
for the first eleven months of 1939. 
When it is considered, as shown by 
the record, that Bell System companies 
probably have no risks not common 
to the country as a whole, and when 
comparison is made with the interest 
yield on United States government 
bonds, a fair rate of return for the Pa- 
cific System is certainly substantially 
less than the rates shown above. Mr. 
Justice Stone in his dissent in West v. 
Chesapeake & P. Teleph. Co. (1935) 
295 US 662, 683, 79 L ed 1640, 8 
PUR(NS) 433, 446, 55 S Ct 894, 
said: “There is at least grave doubt 
whether a return of 43 per cent is so 
out of line with the current yield of 
invested capital as to be deemed con- 
fiscatory. Twenty-five years 
ago, in times far more prosperous than 
these, this court unanimously de- 
clined to take judicial notice that an 
estimated net return of 4 per cent 
would be confiscatory.” It is common 
knowledge and it is established by the 
record that the yield on invested capi- 
tal in 1935 was higher than it is today. 

A reduction of the “interstate Pa- 
cific” scale to the level of the “other 
interstate” scale would reduce gross 
revenues on present volume of busi- 
ness. Any estimate of the net effect 
of such a reduction must necessarily 
be speculative. We do not have avail- 
able data as to composition of traffic by 
classes for any representative period, 
neither do we have complete data as 
to volume of traffic for various mile- 
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ages. Even if these deficiencies were 
eliminated, any estimate would re- 
quire the exercise of judgment with 
respect to important factors such as 
stimulation which is certain to result 
from the reduction in rates. How- 
ever, consideration of the available 
data in the light of experience with 
other estimates of a similar nature 
would seem to justify a prediction that 
the decrease in net operating income 
would not exceed $300,000 and it 
might be much less. Respondents 
have not excepted to this estimate. 
We are justified in assuming that the 
net effect of such an adjustment would 
not exceed $300,000 which is less 
than one-tenth of one per cent of the 
net book cost of the respondents’ 
plant, or a reduction in the respond- 
ents’ return on this basis from 5.97 
per cent for 1938 to 5.87 per cent and 
from 6.5 per cent for the first eleven 
months of 1939 to 6.4 per cent. The 
$300,000 is also approximately 14 
per cent of the respondents’ current 
annual net operating income. 


The Separation Study 
[8] The Pacific System furnishes 


both exchange and toll service. Toll 
service is further classified as intra- 
state, “interstate Pacific” and “other 
interstate.” In addition, the Pacific 
System supplies other types of com- 
munication services, such as private- 
line telephone, telegraph and_ tele- 
typewriter, teletypewriter exchange, 
radio program transmission, and oth- 
ers. There is very little telephone 
plant used exclusively for one par- 
ticular class of service, such as “in- 
terstate Pacific” toll. In order to es- 
timate the relative profitableness of 
the various classes of service fur- 


nished by the company it is necessary 
to allocate expenses incurred and 
plant used jointly for more than one 
class of service. The basis for the 
allocation is relative use, general- 
ly either message minutes or mes- 
sage-minute miles, depending upon 
the class of property or expense in- 
volved. The samples used to establish 
the percentage factors for allocation 
purposes are necessarily very small in 
relation to the total annual business of 
the company, and there is nothing in 
the record which establishes that the 
samples used are in any way repre- 
sentative of an annual period. The 
separation study purports to show 
that “interstate Pacific’ traffic pro- 
duced a net revenue equal to 3.86 per 
cent of the net book cost of telephone 
plant devoted to that service for the 
year ended June 30, 1939. It also 
purports to show that “other inter- 
state” traffic earned at the rate of 3.00 
per cent. 

Separation studies similar to that 
prepared by respondents for this pro- 
ceeding have been submitted in con- 
nection with many telephone rate pro- 
ceedings. The failure of state regula- 
tory Commissions specifically to at- 
tack such studies may be due to the 
tremendous task of making a com- 
plete analysis and check of one of these 
studies and to the accuracy simulated 
through the use of complicated meth- 
ods. Other factors have usually been 
considered of more importance in rate 
cases. The respondents state that the 
separation study submitted in this pro- 
ceeding was prepared at a cost of more 
than $300,000. We are not bound, as 
the respondents contend, to accept the 
results of this study in the absence of 


something better in the way of a dif- fF 
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ferent separation study. Railway 
Express Agency v. United States 
(1934) 6 F Supp 249. The Commis- 
sion may derive a reasonable result on 
the basis of the record before it with- 
out attempting to develop another 
separation study. Los Angeles Gas 
& E. Corp. v. California R. Commis- 
sion, 289 US 287, 77 Led 1180, PUR 
1933C 229, 53 S Ct 637, and Califor- 
nia R. Commission v. Pacific Gas & E. 
Co. (1937) 302 US 771, 82 Led 598, 
58 S Ct 3. 

In the proposed report in this pro- 
ceeding attention was directed to cer- 
tain errors in the circuit mileage com- 
putations stated in exhibits prepared 
by respondents. One of the errors 
was with reference to mileage from 
Los Angeles to Las Vegas. Two dif- 
ferent pages of the same exhibit indi- 
cated mileages of 236 and 280.4 miles, 
respectively. This is a substantial 


mileage error which is admitted by the 


respondent. Another error referred 
to was with respect to the statement of 
circuit mileage between Portland and 
San Francisco. The mileage stated 
on one of the exhibits is 898.3, where- 
as it appears that such a mileage could 
not be derived from a simple average 
of the two available routes between 
San Francisco and Portland. In 
their brief, respondents infer that this 
latter apparent error can be reconciled 
by a consideration of the number of 
circuits available over each route. 
They carefully avoid a statement that 
the exhibit is not in error. Working 
papers underlying the Commission’s 
exhibits in this proceeding indicate 
that between San Francisco and 
Portland, the circuits available over 
the short route number nine and over 
the long route they number only three. 
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Thus, the error or overstatement of 
the San Francisco-Portland circuit 
mileage will be exaggerated rather 
than decreased if consideration is giv- 
en to the circuits available via the short 
and long routes. Both the mileage 
errors referred to are substantial and 
are in connection with routes over 
which there is substantial movement 
of traffic, and both are located wholly 
within Pacific territory. These cir- 
cuit mileages are an important ele- 
ment in the determination of average 
conditions in the Pacific territory and 
in the determination of certain ele- 
ments included in the separation study. 
If glaring and obvious errors such as 
these are apparent on the face of ex- 
hibits prepared by the respondents for 
use in this proceeding, this Commis- 
sion is not justified in assuming that 
the separation study results or the 
comparisons between long lines and 
Pacific System operations are even 
approximately accurate. 

There are two methods of stating 
telephone rates, described as “board- 
to-board” and “station-to-station.” 
The ‘“‘board-to-board”’ method of stat- 
ing rates assumes that a toll call orig- 
inates at a toll switchboard and ter- 
minates at another toll switchboard, 
and that the toll rate is intended to be 
sufficient to compensate the company 
only for the use of facilities furnished 
and services performed in transmit- 
ting toll messages from one toll board 
to another. The “station-to-station” 
method assumes that a toll call origi- 
nates at a subscriber’s station (ordi- 
nary telephone) and terminates at an- 
other such station, and that the toll 
rate is intended to compensate the 
company for the use of all facilities 
furnished and services performed in 
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transmitting toll messages from one 
subscriber’s telephone to another. 
The latter method necessarily involves 
an allocation of exchange property 
and expenses to toll service, whereas 
the first, or “board-to-board” method, 
does not involve an allocation of the 
exchange plant or expenses in connec- 
tion therewith to toll service. 

The separation study submitted in 
this proceeding was made on what is 
known as the “board-to-board” basis. 
This necessarily implies that the rates 
have been fixed on that basis. Such a 
conclusion is supported by the testi- 
mony of a Pacific Company official 
that the exchange rate applies to “the 
property from a subscriber’s station 
to the terminal of the toll plant.” 
However, there is unchallenged testi- 
mony in the record of a representative 
of the California Railroad Commis- 
sion that at least part of the local ex- 
change rates in the state of California 
have been prescribed under the “sta- 
tion-to-station” theory of rate mak- 
ing. We have never approved the 
“board-to-board” basis of stating toll 
rates. 

The respondents point out in their 
brief that a transition from a “board- 
to-board” to a “station-to-station” 
basis of stating rates for the purpose 
of the separation study would op- 
erate to increase the net earnings 
on exchange traffic and decrease the 
net earning on toll traffic. Assum- 
ing that all rates of the respondents 
are on a station-to-station basis, a 
rough estimate of the effect of such a 
transition indicates that the change 
would be sufficient to wipe out the net 
profit on interstate toll operations. 

If respondents’ rates are on a “sta- 
tion-to-station” basis and the separa- 
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tion study is on a “board-to-board” 
basis, the costs therein assigned to toll 
service have been understated and 
those assigned to local service have 
been overstated. Inasmuch as the 
figures relating to local service and to 
intrastate toll service have been com- 
bined in the separation study, and also 
because no underlying data are in- 
cluded in the summary of the separa- 
tion study, it is not possible to deter- 
mine the exact amount of this under- 
statement. 


Page 37 of Exhibit 24 shows: 


Year 1938 
Interstate Interstate 
Pacific Other 
$2,696,562.40 $4,383,023.22 
2,423,304.20  3,862,343.93 
273,258.20 520,679.29 


Revenues 
Expenses 
Alleged return ... 


If the separation study is recast on 
the “‘station-to-station” basis, the ex- 
penses above stated must be increased 
to reflect the local service expense 


properly allocable to various toll serv- 
ices on the basis of relative use of fa- 
cilities and personnel. The unavail- 
ability of the supporting data underly- 
ing Exhibit 24 and the lack of neces- 
sity of separating exchange service 
costs under the “board-to-board”’ basis 
underlying the separation study make 
it impossible to determine exactly the 
magnitude of the costs necessary to 
be added to the “interstate Pacific” 
and “other interstate” expenses in 
changing from a “board-to-board” 
to a “station-to-station”’ basis. 

A transfer of only $273,258.20 is 
needed to wipe out the alleged net rev- 
enue from the “interstate Pacific” 
business. Total exchange service 
revenues, intrastate, amount to $81,- 
369,738.23. The net amounts avail- 
able for return from both “interstate 
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Pacific” and “other interstate’ toll 
business amount only to $793,937.49, 
or 0.98 per cent of the local service 
revenues of $81,369,738.23, which is, 
of course, the total cost, including re- 
turn, of furnishing local service and 
originating and terminating toll serv- 
ice, a portion of which is, on a “sta- 
tion-to-station” basis, assignable as 
toll service cost. If the portion of 
this local service cost, allocable to in- 
terstate toll service on the basis under- 
lying the separation study, exceeds 
the income from “interstate Pacific” 
and “other interstate” traffic, then 
these classes of traffic are handled at 
a loss on a “‘station-to-station” basis 
of cost determination. 

In view of the relative magnitude 
of local service, intrastate toll service, 
“interstate Pacific” toll service, and 
“other interstate” toll service revenues 


(72.3 per cent, 21.9 per cent, 2.3 per 
cent and 3.5 per cent, respectively), it 
is an unavoidable conclusion that, on a 


“station-to-station” basis, the com- 
pany’s system of allocation would 
show the two classes of interstate toll 
service in question to be furnished at 
a loss. 

[4,5] This is further proof that 
the separation study basis is either un- 
sound or so inaccurate as to destroy 
any probative value thereof. The ac- 
ceptance of such a result requires the 
assumption that the management of 
the Pacific System has been satisfied 
to operate its interstate toll service at 
cost or at a loss when it has been, for 
many years, practically free from re- 
striction by any regulatory body. No 
such assumption is justified. Neither 
are we entitled to believe that the state 
regulatory authorities have permitted 
the intrastate operations to carry the 
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entire load of producing the over-all 
profits of the Pacific System. 

Our order did not prescribe the sep- 
aration study method to be used and 
respondents did not request any elab- 
oration on the terms of the order for 
their guidance in this connection. 
They should have used the method 
which would give results most inform- 
ative to the Commission in the solu- 
tion of the questions presented by this 
proceeding. This they did not do. 
It may be that we could have made in- 
telligent use of the study before us if 
it had been supplemented and support- 
ed by definite showing of the extent 
to and manner in which the station-to- 
station theory of rate making is being 
employed in respondents’ territory. 
In the absence of such aid to an evalu- 
ation of the results shown by the sepa- 
ration study, we can attach no proba- 
tive value to the showing concerning 
profit levels for interstate communi- 
cation service as compared with in- 
trastate service. 

[6, 7] Respondents ignored at 
least one important principle in par- 
ticular in their separation study. Con- 
siderable amounts of plant investment 
and operating expenses were allocated 
to the various services purely on the 
basis of time in use, with no consid- 
eration whatever for the relative mag- 
nitude of the contributions of each 
service to busy-hour loads. There is 
every reason to believe that the vari- 
ous services represent proportions of 
the peak loads which vary widely from 
the proportion each is of the total traf- 
fic. The volume of busy-hour traffic 
as compared with average traffic is 
the factor which determines the re- 
quirements for plant necessarily idle 
most of the time, and also affects the 
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attainable level of efficiency of per- 
sonnel. It will be readily appreciated 
that the service responsible for the 
peak loads should, in a separation, 
have allocated to it the plant required 
only on account of those peaks, and 
the same theory also has some applica- 
tion to allocation of operating ex- 
penses. 

The several criticisms of respond- 
ents’ separation study outlined above 
indicate that it is subject to so many 
infirmities that we can give but little 
weight to the results shown. It fails 
completely to establish any reasonable 
or proper basis for charging 20 to 40 
per cent higher rates for “interstate 
Pacific” calls using substantially the 
same facilities as used for “other in- 
terstate”’ calls. 


Unreasonableness of “Interstate 
Pactfic’” Schedule 


[8-10] It is urged that this Com- 
mission has no basis upon which to 
make a finding that the “interstate 
Pacific” scale of rates is unreasonable 
per se, or by comparison with another 
scale of rates applicable to service fur- 
nished under similar conditions. It is 
true that this record does not contain 
evidence with respect to all of the ele- 
ments usually considered in determin- 
ing “fair value.” There is, however, 
ample evidence with respect to the ap- 
propriate rate of return for a utility 
such as the Pacific System. There is 
also ample evidence of the compara- 
bility of the “other interstate” Pacific 
scale of rates for the purpose of test- 
ing the reasonableness of the “inter- 
state Pacific” scale. The Communi- 
cations Act recognizes no distinction 
between relative unreasonableness and 
intrinsic or absolute unreasonableness. 


Intrinsic unreasonableness is to be de- 
termined usually with respect to the 
entire revenues of a public utility or 
enterprise in relation to the value of 
its entire property. “It is seldom, if 
ever, that a rate can be found unrea- 
sonable without comparison with the 
rates to other points.’ (Sioux City 
Chamber of Commerce v. Baltimore 
& O. R. Co. (1926) 120 Inters Com 
Rep 7, 14.) This statement has equal 
force with respect to a scale of rates on 
a particular class of service where a 
utility supplies several classes of serv- 
ice through the joint or common use 
of the same property. 

For comparative purposes the scale 
of rates which naturally suggests it- 
self is the “other interstate” scale. 
The two schedules of rates are both 
published by the Pacific Company ; one 
for application to interstate message 
toll service between states within Pa- 
cific territory; the other for applica- 
tion between states within Pacific ter- 
ritory on the one hand and the remain- 
der of the United States on the other. 
So far as the respondents are con- 
cerned, the service furnished and the 
facilities used in supplying service 
under both schedules of rates are 
practically identical. The record 
shows that it costs the Pacific Com- 
pany no more to supply service under 
the “interstate Pacific’? scale than it 
does under the “other interstate” scale. 
The only information in the record 
with respect to apparent relative prof- 
its under these two scales of rates 
within Pacific territory is the separa- 
tion study which indicates “interstate 
Pacific” traffic is more profitable to 
respondents than traffic under the 
“other interstate’ scale. There is 
nothing to indicate that (for equal 
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distances) it is of more value to a tele- 
phone user to carry on a conversation 
between points within Pacific territory 
than it is to carry on a conversation be- 
tween points one of which is within 
and the other without Pacific terri- 
tory. 

[11] We need not decide in this 
case that average conditions of cost or 
traffic density are not important fac- 
tors in determining the reasonableness 
of telephone toll rates for the Bell 
System as a whole for application 
throughout the United States. Here 
we deal with a limited area. How- 
ever, if these are assumed to be im- 
portant factors in this proceeding, the 
statistics submitted by respondents 
covering cost and traffic averages of 
long lines operations throughout the 
United States can have little if any 
probative value in testing the compara- 
tive reasonableness of the “interstate 
Pacific” scale since these averages are 
influenced substantially by the inclu- 
sion of traffic between large metropoli- 
tan centers in the East and further in- 
fluenced by the choice of routes to be 
operated and facilities to be used by the 
American Company through the long 
lines department in providing this 
service. The long lines department 
may either own or lease the circuits 
used or it may permit the Associated 
Company to own the circuit and pro- 
rate the revenue. These arrangements 
with the various Associated Compa- 
nies are subject to change from time 
to time. It thus is wholly within the 
control of the American Company to 
determine, from time to time, what the 
results of long lines operations shall be 
by selecting not only the circuits to be 
operated but the manner in which they 
shall be provided, either through lease, 
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ownership, or by arrangements where- 
by revenue is prorated with the As- 
sociated Companies. 

Assuming that such factors as den- 
sity of traffic, cost of plant per circuit 
mile, and similar factors, should de- 
termine the level of rates for a par- 
ticular class of traffic, the comparison 
which would be informative would in- 
volve a determination of the factors 
mentioned with respect to traffic han- 
dled jointly by the Pacific Company 
and the long lines department as com- 
pared with that handled exclusively by 
the Pacific Company under the “‘inter- 
state Pacific’ scale. No such com- 
parison is available in the record. The 
available information does indicate 
that the “interstate Pacific” traffic is 
more profitable. The costs of han- 
dling both classes of traffic are iden- 
tical in Pacific territory because iden- 
tical facilities and personnel are used 


in handling both classes of traffic. 
Any apparent difference in profit is, 
therefore, due to a difference in rate 
levels or a difference in the composi- 


tion of the traffic. It is shown from 
the comparisons in the record, that 
other operating telephone companies 
of the Bell System have adopted the 
“other interstate’ scale for traffic 
within their operating territories when 
the over-all statistics available indicate 
a much less favorable situation than in 
Pacific territory. 

[12] The respondents introduced a 
number of exhibits dealing with den- 
sity of population per square mile by 
political subdivisions such as states or 
counties. These exhibits were de- 
signed in general to indicate that the 
relatively lesser density of population 
in Pacific territory, measured by aver- 
ages per square mile of large political 
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subdivisions, as compared with eastern 
and midwestern territories, was by 
some means to be related to the neces- 
sity for the maintenance of a higher 
interstate scale in Pacific territory. 
Density of population is disregarded 
by the Bell System in fixing rates for 
the long lines department of the Amer- 
ican Company. In a study of a na- 
tion-wide rate structure, nation-wide 
conditions may be pertinent. In a 
study of particular rates for any given 
territory information submitted should 
bear some reasonable and definite rela- 
tion to the territory under considera- 
tion. 

Even if density of population is con- 
sidered an important element, density 
per square mile, measured by large 
political subdivisions, has little or no 


CoMPARATIVE 


Telephones per 100 population 
Toll messages per telephone 
Toll messages per capita 


Book costs of toll plant: 
Per toll message 
Per telephone 


Per cent of total area in farms 


bearing on the cost of furnishing tele- 
phone service in any of the territories 
referred to. Density of population if 
relevant at all, should more properly 
be related to the area reasonably to be 
served by the telephone plant, and 
should not include, as is done here, 
substantial portions of the general 
area where no service is rendered. In 
the Pacific area notwithstanding the 
intensive development of the telephone 
plant of the respondents, the total area 
actually served is relatively small, due 
in part to large sections of mountain- 
ous and arid territory. 

Only 23 per cent of the total area in 
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Pacific territory is classified by the 
census as being in use as farms. A 
comparable figure for Southwestern 
Bell territory is 74.8 per cent and for 
a combination unit including the states 
of Indiana, Ohio, and Michigan, the 
comparative figure is approximately 
70 per cent. This indicates a greater 
dispersion of the population, excluding 
cities, in southwestern territory and 
in Indiana, Ohio, and Michigan than 
in Pacific territory. The table below, 
which sets forth comparative statistics 
for Pacific System, Southwestern Bell 
Telephone Company, and the combina- 
tion operating unit including the As- 
sociated Companies in Ohio, Indiana, 
and Michigan, indicates clearly the rel- 
atively more favorable conditions in 
Pacific territory : 


STATISTICS 


Pacific 
System 


Ohio, Indiana, 
Southwestern Michigan Bell 
Bell Tel.Co. Tel. Cos. 
14.14 15.51 
27.21 28.89 
3.85 4.48 


$ 1.81 
$52.18 


68.2 


$ 1.82 
$49.38 


74.8 


The above statistics may not be ac- 
cepted as conclusive evidence that “‘in- 
terstate Pacific’ business, including 
“other interstate” business, is relative- 
ly more favorable than total inter- 
state business in the other two terri- 
tories with which it is compared, for 
the reason that intrastate messages are 
included in the second and third items 
of the above table, and for the fur- 
ther reason that certain message traffic 
transits Southwestern Bell territory as 
well as the states of Ohio, Indiana, and 
Michigan and these messages are not 
included since they were not available. 
It is, however, inconceivable that any 
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adjustment which might be made to 
eliminate the intrastate business and 
include the transit messages would 
change the respective position of the 
three territories, although the adjust- 
ment as to degree might be substantial. 
In any event, the table above is conclu- 
sive that relative population density 
per square mile, measured by large 
political subdivisions, has no particu- 
lar bearing on the cost of supplying 
toll service to the customers within 
these large areas. The table further 
shows, since there are more telephones 
per hundred population in Pacific Sys- 
tem territory, more toll messages per 
telephone, more toll messages per 
capita, and smaller book cost per toll 
message and per telephone, that toll 
message service can be rendered at 
less cost in Pacific System territory 
than in the other territories concern- 
ing which data are set forth. The 
“other interstate” scale is applicable to 
interstate traffic in the two territories 
which are compared with Pacific terri- 
tory. 

[13] Operations of the long lines 
department of the American Company 
for the year 1939 showed a profit to 
the American Company on the net in- 
vestment in telephone plant used for 
that purpose of more than 8.00 per 
cent. This rate of return may be con- 
trasted with a figure of 3 per cent in- 
dicated by the separation study as be- 
ing the rate at which the respondents 
earned on traffic interchanged with the 
long lines department. Assuming the 
exercise of independent managerial 
discretion by the Pacific Company, the 
words of the late Justice Cardozo in 
Dayton Power & Light Co. v. Ohio 
Pub. Utilities Commission (1934) 
292 US 290, 312, 78 L ed 1267, 3 
[10] 
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PUR(NS) 279, 294, 54 S Ct 647, are 
particularly applicable: 

“Tt is a strain on credulity to argue 
that the appellant, when putting into 
effect a new schedule of charges, was 
satisfied with one productive of so 
meager a return.” 

Respondents have voluntarily pub- 
lished the “other interstate” schedule 
and have voluntarily accepted a divi- 
sion of revenue thereunder. It is a 
fair assumption, in the light of all 
the circumstances, that the “other in- 
terstate” scale is not less than a maxi- 
mum reasonable scale. Compared 
with the “other interstate” scale, the 
“interstate Pacific’ scale must be held 
to be unreasonable for application to 
interstate traffic within Pacific terri- 
tory. The record shows that the “oth- 
er interstate” scale was not the result 
of an effort on the part of the Pacific 
Company to attract traffic, nor was 
it forced by competition. It is recog- 
nized that a carrier may voluntarily 
publish and maintain rates which are 
less than reasonable maximum rates 
and which could not be required by the 
regulatory authorities. 

The percentages by which the “in- 
terstate Pacific’ rates exceed the “oth- 
er interstate” rates for representative 
distances are shown below: 
Station-to-Station Person-to-Person 
Airline Night and Night and 
Miles Day Sunday Day Sunday 


25 eit a ae 
50 poate 10.00 
18.18 
18.75 
15.00 


Rate 
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[14, 15] The disparity between the 
“other interstate” scale and the “in- 
terstate Pacific” scale is so great (40 
per cent or more in some mileage 
blocks) that, if the “other interstate” 
scale is a reasonable maximum scale, it 
must be conceded that the “interstate 
Pacific” scale is unreasonably high. 
There is no reason apparent from the 
record why a subscriber making a call 
from Seattle to San Francisco, for 
purposes of illustration, should pay at 
a greater rate per unit of service (such 
as a message-minute-mile) furnished 
than a subscriber in the same building 
in Seattle is required to pay when 
making a call from Seattle to Salt 
Lake City. 

Maintenance by the Pacific Compa- 
ny of the two scales of rates herein re- 
ferred to results in greater charges for 
shorter distances than for longer dis- 
tances over the same physical route 
and in the same direction. Telephone 
toll rates are stated on an airline basis. 
The airline basis of stating rates dis- 
regards physical routing, density of 
traffic, etc., between any two points 
which may be covered by the airline 
schedule. Such a basis of stating rates 
is bound to result in higher charges 
at intermediate points than at more 
distant points in instances where the 
more distant point via the physical 
route is actually closer to the point of 
origin via the airline route. These sit- 
uations have been recognized as a nec- 
essary incident to the statement of 
rates on an airline basis and there is no 
intention on the part of this Commis- 
sion at this time to require a revision 
of existing rate structures which 
would eliminate all these conditions. 

It is quite another matter, however, 
when the lower rate at the more dis- 
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tant point is not the result of circuity 
of the physical route, but comes about 
solely because of the difference in level 
of the two rate schedules. Seattle, 
Washington; Payette, Idaho; and 
Baker, Oregon, are on practically the 
same airline. The rate from Seattle 
to Payette is, under the “other inter- 
state” scale, $1.20 and the airline mile- 
age is 360. The rate from Seattle to 
Baker is, under the “interstate Pacific” 
schedule, $1.25, and the airline mile- 
age is 295. There is no excuse for 
this situation. It is illustrative of 
many which exist by reason of the 
maintenance of the two scales of rates. 
A greater charge for a shorter than for 
the longer distance over the same route 
is prima facie unreasonable. Karnof- 
sky Brothers v. Pennsylvania R. Co. 
(1929) 155 Inters Com Rep 12. 

The record establishes no mitigat- 
ing circumstances which might justify 
such charges. There is, as to Pacific 
System, no discernible difference in 
supplying service to the more distant 
and to the closer point. There is no 
competition between carriers or mar- 
kets which justify these charges such 
as the rail carriers sometimes rely up- 
on before the Interstate Commerce 
Commission. This situation, in and 
of itself, condemns the “interstate Pa- 
cific’ schedule in so far as it results 
in a greater charge for a shorter than 
for a longer airline distance. 


Discrimination and Preference 


[16-18] Under the Communica- 
tions Act, “any unjust or unreasonable 
discrimination in charges” is made un- 
lawful. The language is broad and 
all-inclusive with respect to discrim- 
ination. Section 202(a) 47 USCA 
§ 202(a) reads: 
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“Tt shall be unlawful for any com- 
mon carrier to make any unjust or un- 
reasonable discrimination in charges, 
practices, classifications, regulations, 
facilities, or services for, or in con- 
nection with, like communication serv- 
ice, directly or indirectly, by any 
means or device, or to make or give 
any undue or unreasonable preference 
or advantage to any particular per- 
son, class of persons, or locality or to 
subject any particular person, class of 
persons, or locality to any undue or 
unreasonable prejudice or disadvan- 
tage.” 

The language in § 202(a) bears a 
general similarity to language in §§ 2 
and 3 of the Interstate Commerce Act, 
49 USCA §§ 2, 3. The respondents 
contend that this language in the In- 
terstate Commerce Act, having been 
interpreted by the Interstate Com- 
merce Commission and the courts, has 
an established judicial meaning which 
is binding upon this Commission in 
its administration of the Communica- 
tions Act. It is contended that de- 
cisions have established a judicial 
meaning for the language of § 2 in 
the Interstate Commerce Act to the 
effect that unjust discrimination ex- 
ists only in those instances where a 
carrier makes different charges to dif- 
ferent persons for identical services 
between the same points; and that un- 
due preference or prejudice under § 3 
exists only where it is alleged and 
proven that competitive injury results 
from the collection of higher charges 
from one shipper than are collected 
from another shipper. 

If the respondents have correctly 
interpreted the decisions under the 
Interstate Commerce Act, and if such 
decisions are binding upon this Com- 


mission in its administration of the 
Communications Act, it is very doubt- 
ful whether this Commission could 
ever establish the existence of unlaw- 
ful discrimination or preference in 
telephone toll rates. 

Important words omitted from 
§ 202 which are included in § 2 of the 
Interstate Commerce Act are “for a 
like and contemporaneous _ service 

under substantially similar 
circumstances and conditions.” The 
language with respect to preference or 
prejudice is also broad and all-inclu- 
sive. As compared with § 3 of the 
Interstate Commerce Act it is impor- 
tant that undue or unreasonable pref- 
erence as to any “class of persons” is 
made unlawful. The prohibition 
against undue preference in § 3 of the 
Interstate Commerce Act makes no 
reference as to “class of persons.” 

The Interstate Commerce Act was 
originally enacted largely as a result 
of almost universal abuses by the car- 
riers in the granting of rebates to 
favored shippers in favored communi- 
ties. The language of § 2 of the In- 
terstate Commerce Act still reflects 
this initial purpose. 

The Interstate Commerce Commis- 
sion was faced with a situation in the 
regulation of railroad rates which de- 
veloped over a long period of years as 
a result of the most objectionable type 
of competition not only among the rail 
carriers themselves, but between rail 
carriers and water carriers and among 
communities competing for manufac- 
turing, producing, and distributing en- 
terprises. It could not fairly be stated 
that the railroad charges constituted a 
rate structure in the sense that it may 
be compared with the telephone toll 
rate structure. Railroad rates were 
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the result of a great variety of con- 
siderations, with competition being the 
predominant influence. 

The Interstate Commerce Commis- 
sion was also faced with the necessity 
of making necessary adjustments in 
railroad rates with as little disturbance 
to the whole railroad rate structure as 
possible. Any attempt on the part 
of the Interstate Commerce Commis- 
sion to prescribe a rational rate struc- 
ture for the railroads, having some 
reasonable relation to equal charges 
for equal services throughout the 
country as a whole or within groups, 
would have caused a tremendous up- 
heaval of commercial interests and 
property rights throughout the United 
States. Tremendous investments were 
dependent upon the maintenance of 
delicate adjustments in railroad rates. 
See Sharfman, The Interstate Com- 


merce Commission, Vol. III B, p. 527. 

In marked contrast to the railroad 
rate situation, the existing interstate 
telephone toll rate structure is the out- 
growth of a uniform nation-wide rate 
structure promulgated by the Post- 
master General during the period of 


Federal control. The carriers, par- 
ticularly the Bell System itself, were 
influential in the adoption of this 
method of stating rates. Nearly all of 
the interstate telephone toll service in 
the United States is supplied by the 
Bell System, in contrast to the hun- 
dreds of railroad carriers competing 
with each other and with other forms 
of transportation for the available 
business. Telephone conversations 
are not bought and sold in a competi- 
tive market as are the commodities up- 
on which freight charges are paid. 

It is clear that practices and policies, 
including rules of law, developed in 
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the regulation of a highly competitive 
industry have little, if any, applica- 
tion to the regulation of the telephone 
monopoly. 

Telephone toll service is not used 
exclusively for business purposes. Its 
use for social purposes in everyday 
life may be as great as for business 
purposes. The charges for telephone 
toll service cannot be compared with 
freight rates paid in connection with 
commodities which are bought and 
sold in the market. In so far as social 
use of the telephone is concerned, it 
would be absolutely impossible to ever 
establish either prejudice or discrim- 
ination under the meaning of these 
words contended for by respondents. 

The Interstate Commerce Commis- 
sion has clearly distinguished the ap- 
plication of §§ 2 and 3 of the Inter- 
state Commerce Act to passenger fare 
schedules, as contrasted with freight 
rate schedules related to commodities 
bought and sold in the competitive 
markets. Passenger fares bear a 
much closer analogy to telephone toll 
rates than do freight rates. The In- 
terstate Commerce Commission has 
held: 

“That the transportation of persons 
in such private passenger cars, includ- 
ing berth and other accommodations, 
at the rate charged passengers provid- 
ed only with ordinary coach accom- 
modations is unjustly discriminatory 
and unduly preferential and preju- 
dicial.” (Use of Private Passenger 
Train Cars (1929) 155 Inters Com 
Rep 775.) 

This decision of the Interstate Com- 
merce Commission was reviewed and 
affirmed by the United States Supreme 
Court in Louisville & N. R. Co. v. 
United States (1931) 282 US 740, 
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75 L ed 672, 51 S Ct 297. In the 
Interstate Commerce Commission’s 
brief filed with the court, its under- 
standing of the scope of § 3 with re- 
spect to passenger fares is clearly stat- 
ed at page 45, as follows: 

“Appellants also contend that, be- 
fore the Commission can find undue 
preference and prejudice in passenger 
travel, the passengers involved must 
be of the same class in the narrow 
sense of being engaged in competitive 
commercial travel. Any such con- 
struction of §§ 2 and 3 of the act would 
make their provisions unworkable in 
respect of passenger travel. Many 
passenger trains run daily between 
New York and Washington, and be- 
tween other cities, carrying passen- 
gers traveling for recreation purposes 

of many kinds, for educational pur- 
§ poses of many kinds, for business pur- 


poses of many kinds and for many 


| other purposes. All such passengers 
are clearly entitled under the act to 
equality of service for the same 
charges and to equality of charges for 
| the same service without inquiry by 
© the Commission into the particular 
| purpose of the travel of each.” 

There is no doubt that users of tele- 
phone service are entitled to equality 
of charges for the same or equivalent 
} service without a showing of competi- 
tive injury and without an inquiry as 
to the particular purpose of the tele- 
phone use by each subscriber. 

There is discrimination and preju- 
dice against the telephone user in Seat- 
| tle who is required to pay at a higher 
rate per unit of service furnished 
(message-minute-mile) for a call be- 
tween Seattle and San Francisco than 
is required of another subscriber for a 
call between Seattle and Salt Lake City 
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merely because of a difference in di- 
rection from Seattle. Unless the 
Commission is justified in a finding of 
unjust discrimination and undue pref- 
erence with respect to the respond- 
ents as a result of the simultaneous 
maintenance of the “interstate Pacific” 
and the “other interstate” schedules, 
the Commission is apparently power- 
less to eliminate preferences and preju- 
dices in telephone toll rates. 

It would be the merest coincidence if 
all telephone subscribers in Pacific ter- 
ritory made an equal use of the two 
scales of rates here in question. The 
record clearly establishes that such is 
not the case, and it is, therefore, ap- 
parent that actual discrimination re- 
sults from the simultaneous mainte- 
nance of the “other interstate” scale 
and the “interstate Pacific” scale of 
rates by the respondents. 

There is evidence in the record that 
certain users of telephone service are 
actually prejudiced and discriminated 
against through the collection of high- 
er charges for equivalent services than 
are collected from other users. There 
is substantial movement of traffic un- 
der both the “interstate Pacific” scale 
and the “other interstate” scale. Fur- 
ther, an actual user of the “interstate 
Pacific” service who testified at the 
hearing is charged 20 per cent more 
than his competitors using the “other 
interstate” scale. This user is typical 
of aclass. It is not necessary to show 
that the user of the “interstate Pa- 
cific’ scale is unable to do business 
or is deprived of business because of 
the level of telephone rates. His profit 
is less by the amount of the excess of 
telephone charges over what they 
would have been under the “other in- 
terstate” scale of rates and there is no 
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reasonable excuse for such a differ- 
ence. He is prejudiced and discrim- 
inated against unjustly under any rea- 
sonable interpretation of § 202 of the 
Communications Act, 47 USCA 
§ 202. 

We are mindful of the problems 
which over the years have faced the 
Interstate Commerce Commission in 
the regulation of railroad freight rates 
and the precedents and rules which 
have been established in that field. 
We feel, however, that this Commis- 
sion should conform its decisions to 
the broad purposes expressed in the 
Communications Act as applied to the 
subject matter dealt with therein. We 
must, therefore, give due considera- 
tion not only to the differences be- 
tween the laws applicable to the regu- 
lation of freight rates and to telephone 
toll rates but also to the essential dif- 
ferences between the two industries. 


In recent years the telephone has be- 
come an instrument of communication 


in a very broad sense. The purposes 
of its use are myriad. Its actual 
usage is ever recurring and in vast de- 
tail. Telephone service and the rates 
charged therefor have an important 
and direct impact upon the daily eco- 
nomic and social lives of the many 
millions of individual telephone users, 
as contrasted with the relatively few 
persons who pay freight charges di- 
rectly. The regulation of such a com- 
paratively modern, complex, and sig- 
nificant industry cannot be effectively 
accomplished by the application of 
rules evolved in the regulation of a 
relatively old and highly competitive 
industry, attuned in large degree to the 
competitive production and sale of 
commodities. 

As compared with hundreds of 


37 PUR(NS) 


Class I railroads in the United States 
supplying the bulk of the railroad 
freight service, there is one telephone 
monopoly supplying more than 90 per 
cent of the service. There are ap- 
proximately 22,000,000 — subscriber 
stations in the entire country. 

On argument, counsel for respond- 
ents admitted that in any given com- 
munity there must be a parity of rates 
for the same service. This is axio- 
matic. We are here confronted, how- 
ever, with the contention that when F 
there is any differential in cost with 
respect to different classes of traffic 
handled by the same company the ob- F 
ligation to avoid discrimination dis- 
appears. The logical extreme of such 
a contention is presented here, in that 
for service over a part of the same 
route and facilities at necessarily low- 
er costs the user may be charged af 
higher rate than the user of greater 
facilities over a greater airline distance F7 
at greater costs. To this argument, 
in a case of this kind, we cannot sub- F% 
scribe. 
standard, may vary or surrender on Fy 
occasion to other compelling consider- FF 
ations. But in the absence of other fF 
controlling considerations the basic ¥ 
rule to be observed in the determina- 


tion of reasonable charges is that there F7 


shall be collected from each user 
“equal charges for equal services.” 
Such a scheme as the one here involved F 
departs from any acceptable construc F 
tion of the basic principle of equality. 


Conclusion 


[19] The Commission has not con- 
sidered it necessary to comment upon 
all the evidence in the record. Oni 
final review of the evidence, it is ap 
parent that respondents have failed tof 
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demonstrate why the telephone sub- 
scribers of the Pacific System should 
be compelled to pay from 9 to over 40 
per cent more for “interstate Pacific” 
calls than for “other interstate’ calls. 
These “interstate Pacific” rates are 
unreasonably high and, furthermore, 
produce undue and unreasonable dis- 
crimination and prejudice throughout 
the Pacific System’s territory. The 
only proper method of correcting the 
situation is to reduce the “interstate 
Pacific” scale to the level of the “other 
interstate” scale of rates. 

An appropriate order will be en- 
tered. 


ORDER 


At a general session of the Federal 
Communications Commission held at 
its offices in Washington, D. C., on 
the third day of February, 1941. 

The Commission having considered 
all the evidence, the exceptions, briefs, 
and oral arguments in the above-en- 
titled matters and having issued the 
foregoing report of the Commission, 
which is hereby referred to and made 
a part hereof: 

It is ordered, that the Pacific Tele- 
phone and Telegraph Company, the 


Southern California Telephone Com- 
pany, and the Bell Telephone Compa- 
ny of Nevada be, and they are hereby, 
directed to establish and maintain for 
interstate message toll telephone serv- 
ice between points within the terri- 
tory described in the attached report 
of the Commission as Pacific territory, 
rates adopted in the Pacific Telephone 
and Telegraph Company’s Tariff F.C. 
C. 89 presently applicable to interstate 
message toll telephone service originat- 
ing or terminating within Pacific ter- 
ritory, including the regulations, clas- 
sifications, and practices applicable 
thereto ; such rates to be filed with this 
Commission to become effective not 
later than March 15, 1941; 

It is further ordered, that the rates 
filed pursuant to the requirements of 
the above paragraph of this order may 
become effective upon less than thirty 
days’ notice to this Commission and 
to the public. 

It is further ordered, that the re- 
spondents above named shall, after 
March 15, 1941, cease and desist from 
charging, collecting, or receiving any 
other or different charges than those 
herein ordered to be established. 
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PENNSYLVANIA PUBLIC UTILITY COMMISSION 
Pennsylvania Public Utility Commission 


California Water Company 


[Complaint Docket No. 11510.] 


Valuation, § 114 — Financing costs — Bonus payment on bond sale. 
1. The amount of a bonus payment by a water company in connection with 
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a sale of bonds must be excluded from original cost, since the property be- 
fore and after such payment was identical, p. 156. 


Valuation, § 193 — Original cost — Property not used or useful. 


2. A sum paid by a water company for services rendered in connection 
with the purchase of another company’s property and franchises will be 
deducted from original cost if such property or franchises are not used or 
useful now in furnishing service to the public, p. 156. 


Valuation, § 121 — Lack of proof — Engineering services. 


3. The amount paid by a water company in stock to an engineer for serv- 
ices rendered must be deducted from original cost where the record does 
not state the services performed or that the value of such services might 
be properly charged to fixed capital, p. 158. 


Valuation, § 193 — Original cost — Property not used or useful. 


4. A sum representing the price paid for a water company must be exclud- 
ed from another company’s estimate of original cost where no real prop- 
erty was acquired by the purchase and the only value received was a fran- 
chise which had never been exercised, p. 158. 


Valuation, § 202 — Original cost — Deductions — Retired property. 


5. A water company should deduct from capital accounts and from its es- 
timate of original cost the value of property actually retired from service, 
p. 158. 


Valuation, § 75 — Reproduction cost new — Estimated increases. 


6. An estimate of reproduction cost new, based upon a previous estimate 
with an allowance of 15 per cent thereof for estimated increases in ma- 
terial and labor prices, is without probative value for rate-making pur- 
poses, p. 159. 


Valuation, § 75 — Reproduction cost — Priced inventory. 


7. The Commission will accept an estimate of reproduction cost new 
predicated upon the priced inventory of an earlier date plus additions at 
cost thereafter, such estimate excluding evidence of reproduction cost in- 
creases between fixed dates, going cost, cost of financing, and cash working 
capital, p. 159. 


Valuation, § 293 — Cash working capital — Collection period. 


8. The Commission, in estimating cash working capital, will consider it as 
the amount of money required to conduct the operations of an enterprise 
between the beginning of a service billing period and the time when pay- 
ment is received for such service, p. 160. 


Valuation, § 114 — Original cost — Cost of financing. 


9. No percentage or arbitrary sum will be added to original cost for cost 
of financing when the record shows no incurred brokerage costs or me- 
chanical costs applicable to the issuance of securities not already charged 
to fixed capital, p. 162. 


Valuation, § 114 — Original cost — Financing costs — Reproduction cost new. 


10. Original cost figures need not be increased by fictitious costs of financ- 
ing, but an estimate of financing costs should be included in reproduction 
cost, p. 162. 
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Valuation, § 343 — Going value — Lag in earnings — Proof. 
11. An allowance for going value must be supported by evidence of an 
actual lag in earnings in the early years of business, p. 162. 


Valuation, § 344 — Going value — Lag in earnings — Proof. 
12. The Commission cannot find a reasonable or proper basis for a sepa- 
rate allowance of going concern value where the record shows that a com- 
pany’s presentation of lag in earnings is predicated upon a rate base in 
which are improperly included fixed capital charges and where it does not 
show the propriety of its operating expenses or whether the company re- 
ceived all of the revenues to which it was entitled, p. 162. 


Depreciation, § 34 — Debit to reserve — Retirements. 


13. A debit should be made to depreciation reserve corresponding with an 
adjustment of fixed capital account to show retirement of servcie lines, 
p. 163. 


Valuation, § 101 — Accrued depreciation — Observation method. 
14. An estimate of accrued depreciation of waterworks property based on 
observation on a reproduction cost basis is not the best evidence of accrued 
depreciation when the property includes pipes varying in size, kind, and 
service, and the pipe and appurtenances are buried from ready observation, 
p. 165. 


Valuation, § 102 — Accrued depreciation — Straight-line method. 


15. A finding of accrued depreciation upon the basis of a straight-line 
formula cannot be considered as conclusive, but should be given considera- 
tion, in the case of water properties having relatively long service lives 
which may not actually depreciate according to the uniform rate of the 
straight-line method, p. 165. 


Valuation, § 102 — Accrued depreciation — Compound interest method. 
16. The Commission will consider among other things computations of 
accrued depreciation made pursuant to the 4 per cent compound interest 
method, p. 165. 

Expenses, § 74 — Extraordinary maintenance expense — Amortization. 
17. The cost of extraordinary maintenance should be amortized over a 
period of its probable recurrence in estimating a water company’s expenses, 
p. 166. 

Depreciation, § 82 — Water utility. 
18. An allowance of 1.5 per cent was made for annual depreciation of wa- 
ter company property, p. 169. 


(BucHANAN, Commissioner, dissents in separate opinion.) 
[November 13, 1940.] 


—— to determine reasonableness of water rates; 
complaint dismissed. 


¥ 


By the Commission: On October for the purpose of determining the 
26, 1937, the. Commission instituted fairness, reasonableness, and justness 
an inquiry and investigation under the of the rates and charges of California 
provisions of the Public Utility Law, Water Company. 
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Hearings were held on March 11, 
1938, and on May 4, 1938. The rec- 
ord before us includes testimony and 
exhibits presented on behalf of re- 
spondent, as well as pertinent informa- 
tion prepared and submitted by re- 
spondent at the request of the Com- 
mission. The record further includes 
all annual reports submitted by re- 
spondent to the Commission, and the 
Commission’s records in Securities 
Docket No. 33 (1934), Certificate of 
Notification No. 5155 (1929), Cer- 
tificate of Notification No. 4256 
(1926), and Certificate of Notification 
No. 471 (1916), all of the latter being 
applicable to various security issues of 
respondent. 

California Water Company was in- 
corporated under the laws of the com- 
monwealth of Pennsylvania on May 
2, 1899, for the purpose of supplying 
water to the boroughs of California, 
Coal Center, Elco, Roscoe, Stock¢ le, 
and Allenport, and the townships of 
East Pike Run and Allen, Washington 
county, and to persons, partnerships, 
and associations residing therein or 
adjacent thereto. Apparently, as a re- 
sult of the decision of the Pennsyl- 
vania supreme court in Bly v. White 
Deer Mountain Water Co. (1900) 
197 Pa 80, 46 Atl 929, holding that a 
water company has no right to supply 
water in territory adjacent to the place 
in which it is located, respondent, on 
September 20, 1906, made application 
to the commonwealth to relinquish all 
its rights to supply water service in 
any of the several boroughs and town- 
ships cited heretofore, except the bor- 
ough of California. The application 
was approved on October 23, 1906, 
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and the charter was amended accord- 
ingly. 

Subsequently, on April 22, 1907, re- 
spondent acquired the properties and 
franchises of Coal Center Water Com- 
pany and Coal Center Water Works 
Company. Respondent has never ex- 
ercised these rights to supply water in 
Coal Center borough, but it later ex- 
tended its distribution system in East 
Pike Run township where it presently 
supplies water service. Consequently, 
California Water Company now holds 
charter rights in the boroughs of 
California and Coal Center, but its 
facilities and service at present are in 
the borough of California and a por- 
tion of East Pike Run township ad- 
jacent to California. 

Respondent’s existing waterworks 
include the following: a pumping and 
filtration plant along the Monongahela 
river, from which respondent obtains 
its raw water supply; coagulation and 
sedimentation tanks; chemical feed 
equipment; rapid sand filters; sterili- 
zation equipment; pumps; two steel 
standpipes ; and a transmission and dis- 
tribution system comprising 100 feet 
of 16-inch pipe, 4,180 feet of 10-inch 
pipe, 4,600 feet of 8-inch pipe, 11,361 
feet of 6-inch pipe, 21,869 feet of 4- 
inch pipe, 14,140 feet of 2-inch pipe, 
and 563 feet of 1-inch pipe. 

At December 31, 1937, respondent 
furnished water service to 928 metered 
domestic consumers, 59 metered com- 
mercial consumers, 2 metered indus- 
trial consumers, 7 metered public sales, 
one unmetered private sale, and public 
fire protection service in the borough 
of California, and East Pike Run 
township, Washington county. 


154 





PENNSYLVANIA PUB. UTILITY COM. v. CALIFORNIA WATER CO. 


Original Cost 


During 1934, the books and records 
of respondent were examined by its 
auditors and the result of that exam- 
ination is presented of record as re- 
spondent’s Exhibit No. 9, entitled 
“California Water Company — His- 
torical Cost — May 2, 1899, to April 
1, 1934.” 

While this exhibit is titled “His- 
torical Cost,” the examination of the 
books, accounts, and records of re- 
spondent covers a period from the in- 
ception of the business. The only ad- 
justments made by the auditors were 
corrections of accounting errors. 
Since the exhibit contains no estimates 
of the cost of any of the items of re- 
spondent’s property, it represents book 
cost rather than historical cost and 
we shall refer to this exhibit as a show- 
ing of original cost. 

The original cost of respondent’s 
property on January 1, 1934, is stated 
in Exhibit No. 9 as $204,480, while 
the annual report of respondent to the 
Commission for the year ending De- 
cember 31, 1933, shows book cost of 
$211,882.27. In order to eliminiate 
the discrepancy between the books of 
the company and the original cost de- 
termination by respondent’s auditors, 
respondent adjusted its books during 
1934, to reflect the auditor’s deter- 
mination of originial cost. All fixed 
capital additions or retirements since 
January 1, 1934, are shown on the 
books at cost. 

Original cost as shown on the books 
of the company at December 31, 1937, 
follows : 
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TABLE I 


Respondent's Statement of Original Cost 
December 31, 1937 


Acct. 
No Account Title 


100 Fixed capital installed prior to 
1/1/18 


Amount 


$101,193.92 

219 Filters 

223 Chemical treatment plant .... 

234 Land 

236 Pumping station structures .. 

237 Pumps and pumping equipment 

241 Gas engines 

243 Other pumping equipment .... 

247 Storage reservoirs, tanks, and 
standpipes 

248 Distribution mains 

249 Service, pipes, and stops 

250 Meters, meter boxes and vaults 

251 Fire hydrants 

258 General office equipment 

259 Other general equipment 1,316.17 


Total at 12/31/37 $226,856.06 


On December 4, 1933, California 
Water Company presented a security 
application, Securities Docket No. 33, 
to the Public Service Commission re- 
lating to the issuance and disposal of 
$50,000 of its capital stock. The pur- 
poses of this issue were stated as fol- 
lows: 


8,314.66 
44,440.20 
11,850.13 

9.804.18 

1,405.03 

29.20 


1. Payment of 50% stock dividends 
upon the common stock already 
outstanding 

2. Construction of a new power 
station 

3. To obtain additional working 
capital 


25,000.00 
21,255.25 
3,744.75 
$50,000.00 


In connection with this application 
the Public Service Commission, on 
March 22, 1934, authorized its Bureau 
of Accounts to examine the books, ac- 
counts, and other records of respond- 
ent. The report of the Bureau of Ac- 
counts, dated May 5, 1934, which is 
a part of this record, discloses, various 
questionable charges to Account 100— 
Fixed capital installed prior to Janu- 
ary 1, 1918, totaling $48,000. Subse- 
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quent examinations of the aforemen- 
tioned fixed capital account do not 
show that any of these questionable 
charges have been retired or adjusted 
in any manner in the interim between 
the date of the examination of the 
books by the Commission and Decem- 
ber 31, 1937. We shall discuss and 
dispose of each of the questionable 
fixed capital charges separately. 


(a) Stock Issued to J. R. McGinley 


[1] Under date of February 7, 1903, 
respondent issued a bonus of 100 
shares of capital stock, having a par 
value of $10,000, to J. R. McGinley as 
a bonus on bonds purchased in the 
principal amount of $25,000. Neither 
the character nor the date of issue of 
any bonds held by J. R. McGinley from 
1903 to 1907, is shown, but the record 
does show that, on April 30, 1907, re- 
spondent issued $25,000 of first mort- 
gage 5’s, due November 1, 1926, and 
delivered the same to J. R. McGinley in 
payment of $25,000 cash advanced in 
1901 and 1902. The minutes of the 
company do not authorize this issue of 
capital stock, but the full amount of 
$10,000 representing the bonus pay- 
ment was charged to respondent’s con- 
struction and equipment accounts. The 
record from which we must determine 
the propriety of this fixed capital 
charge is limited and confused. 

However, the property, before and 
after issuance of the bonus stock and 
the corresponding charge to fixed cap- 
ital, was identical. There is no evi- 
dence that this charge to respondent’s 
fixed capital is proper under any cir- 
cumstances. Therefore, respondent’s 
presentation of original cost of Decem- 
ber 31, 1937, must be reduced by this 
$10,000. 
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(b) Stock Issued to S. A. Taylor-Pay- 
ment for Services Rendered in 
Connection with Merger of Coal 
Center Water Company 


[2] The minutes of respondent's 
board of directors on July 8, 1912, 
read as follows: 

“This company is indebted to Sam- 
uel A. Taylor in a considerable sum 
for services rendered in securing fran- 
chises, rights of way, and other privi- 
leges incident to the construction, 
equipment, and operation of the plant 
of the California Water Company and 
for engineering services and expenses 
incident thereto and for services ren- 
dered in the matter of the merger of 
the Coal Center Water Company into 
and with the California Water Compa- 
ny, and has agreed to accept stock of 
this company in full compensation for 
the service rendered as aforesaid. 

“Now therefore be it, and it is here- 
by, resolved that the officers of the 
company be authorized to issue to the 
said Samuel A. Taylor as compensa- 
tion for services rendered as afore- 
said 190 full paid shares on account of 
the purchase, merger, franchise, etc., 
of Coal Center Water Company and 
180 full paid shares for all other serv- 
ices rendered as aforesaid and the is- 
suance of said stock to the said Samuel 
A. Taylor shall have a full acquittance 
and discharge of all claims of whatso- 
ever nature which he may have against 
the company or the constituent com- 
panies merged into and with this com- 
pany.” 

Coal Center Water Company was 
incorporated under the laws of the 
commonwealth on October 18, 1900, 
for the purpose of supplying water in 
Coal Center borough and, on March 
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7, 1907, the Coal Center Water Works 
Company was incorporated to supply 
water service in the same borough ; the 
latter company being incorporated 
about six months after respondent re- 
linquished its franchise rights in Coal 
Center borough on October 23, 1906. 

On April 22, 1907, respondent pur- 
chased the property, rights, and fran- 
chises of Coal Center Water Works 
Company for $1,000 and paid therefor 
with $1,000 principal amount of re- 
spondent’s first mortgage 5 per cent, 
20-year gold bonds. A like amount 
was charged to respondent’s fixed cap- 
ital account on the same date. The 
only item of value received by respond- 
ent in this transaction was the fran- 
chise right to serve Coal Center bor- 
ough. 

Respondent also purchased, on April 
22, 1907, the property, rights, and 
franchises of Coal Center Water Com- 
pany for $19,000. In this transaction, 
for $19,000 of its first mortgage 5 per 
cent, 20-year gold bonds issued to Coal 
Center Water Company, respondent 
received $19,000 of its own capital 
stock and the franchise rights in the 
borough of Coal Center. In this in- 
stance, however, respondent did not 
charge fixed capital with the above 
amount, but correctly charged its treas- 
ury stock account. Neither Coal Cen- 
ter Water Works Company, Coal Cen- 
ter Water Company, nor California 
Water Company has ever exercised the 
franchise privileges of furnishing wa- 
ter supply service in Coal Center bor- 
ough. 

At the various times of the incorpo- 
rations, the relinquishments of rights, 
sales, or mergers of either California 
Water Company, Coal Center Water 
Works Company or Coal Center Wa- 
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ter Company, S. A. Taylor was a stock- 
holder in all of the aforementioned 
companies. 

The above-quoted minutes of the 
board of directors show that respond- 
ent issued $19,000 in capital stock to 
S. A. Taylor in consideration for serv- 
ices rendered in connection with “the 
purchase, merger, franchise, etc., of 
Coal Center Water Company,” which 
was purchased by respondent for the 
identical amount of $19,000. How- 
ever, the entry of the payment to S. A. 
Taylor on respondent’s books, dated 
February 25, 1913, shows that the pay- 
ment was the consideration for procur- 
ing franchises of Coal Center Water 
Company and Coal Center Water 
Works Company. The record shows 
that this issue of securities to S. A. 
Taylor was placed on the books of the 
company as a fixed capital addition and 
is so retained on the books at December 
31, 1937. 

We have carefully considered all of 
the elements of these transactions, in- 
cluding the actual values received by 
respondent in the purchase of Coal 
Center Water Company and Coal 
Center Water Works Company, the 
related interconnected corporate con- 
trol of all of the companies involved, 
the remuneration by California Water 
Company for the services of S. A. 
Taylor, and respondent’s failure to ex- 
ercise the rights acquired by these 
transactions. 

In this instance the outstanding mat- 
ter for determination is not whether 
this item is properly chargeable to fixed 
capital or whether it is prudent invest- 
ment, either in this amount or at all. 
According to the evidence it is not now 
used or useful in furnishing service to 
the public by respondent. Therefore, 
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this item of $19,000 will be deducted 
from respondent’s statement of orig- 
inal cost at December 31, 1937. 


(c) Stock Issued to S. A. Taylor— 
Engineering Services 


[3] On July 8, 1912, respondent is- 
sued an additional 180 shares of capital 
stock, having a par value of $18,000, 
to S. A. Taylor as a consideration for 
engineering services, etc., incident to 
the construction, equipment, and op- 
eration of respondent company. This 
amount is also included in respondent’s 
fixed capital installed prior to January 
1, 1918. 

Inasmuch as respondent’s fixed cap- 
ital on December 31, 1912, is reported 
at $56,719.94, of which amount $10,- 
000 represents the bonus paid to J. R. 
McGinley, the payment to S. A. Tay- 
lor of $18,000 for engineering services 
represents approximately 32 per cent 
of respondent’s total fixed capital at 
the same date, or 38.5 per cent of re- 
spondent’s fixed capital after the de- 
duction of the aforementioned $10,- 
000 capital stock issued to J. R. Mc- 
Ginley. Thus, considering the pre- 
viously related issue of $19,000 in cap- 
ital stock to S. A. Taylor with the 
$18,000 now under discussion, we find 
that respondent increased its fixed cap- 
ital approximately 65 per cent without 
any addition of tangible property. 

The cash value of the securities is- 
sued to S. A. Taylor for engineering 
services, at the time of issue, is unstat- 
ed, but since an amount equal to the 
par value of the securities was placed 
in the construction account of the com- 
pany we must conclude that S. A. Tay- 
lor was grossly overpaid. The record 
does not state in any place the services 
performed, if any, by Mr. Taylor or 
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that the value of such services might 
be properly charged to fixed capital, 
The $18,000 representing this item 
will be deducted also from respondent's 
showing of original cost at December 


31, 1937. 


(d) Purchase Price of Coal Center 
Water Works Company 


[4] Respondent’s statement of orig- 
inal cost of fixed capital at December 
31, 1937, includes a charge of $1,000 
respresenting the purchase price of 
Coal Center Water Works Company. 
As previously stated, Coal Center Wa- 
ter Works Company was incorporated 
on March 7, 1907, six months after 
the relinquishment of the franchise by 
respondent, having franchises and 
rights to supply water in the borough 
of Coal Center. On April 22, 1907, 
respondent purchased the property and 
franchises of Coal Center Water 
Works Company for $1,000 and the 
purchase was recorded on the compa- 
ny’s books as an addition to fixed cap- 
ital. No real property was acquired 
by this purchase and the only value re- 
ceived was the franchise for supplying 
water in Coal Center borough, a right 
which has not been exercised by re- 
spondent since the date of purchase. 
Accordingly, this item is disallowed 
for rate-making purposes and the cor- 
responding amount is deducted from 
respondent’s showing of original cost. 


(e) Physical Property Not Used 
or Useful 


[5] Testimony of respondent’s wit- 
ness Jacobs shows that the fixed cap- 
ital statement at December 31, 1937, 
includes $3,664 representing the cost 
of service lines retired from use dur- 
ing 1937, but which have not been re- 
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tired from respondent’s fixed capital 
accounts. Since respondent admits 
that this property has been actually re- 
tired from service and should be de- 
ducted from its capital accounts, we 
shall make a corresponding deduction 
from respondent’s showing of original 
cost at December 31, 1937. 

Since the age of the retired property 
is not indicated of record, we have as- 
sumed it to represent the oldest prop- 
erty. Inasmuch as the entire fixed cap- 
ital account for services installed prior 
to January 1, 1918, was only $3,001.49 
at December 31, 1937, we have deduct- 
| ed the full amount from this account 

and the remainder of $662.51 has been 
deducted from the fixed capital account 
of services installed since December 31, 
1917, 


(f) Original Cost Summary 


From the foregoing, we determine 


original cost of respondent’s property, 
used or useful in the public service at 
December 31, 1937, as follows: 


The former exhibit shows an estimated 
reproduction cost new of land, plant, 
and equipment at March 31, 1934, as 
$241,659.13, based upon prices pre- 
vailing at that time and including in- 
tangible values of promotion and or- 
ganization expense, going cost, and 
cost of financing, amounting to $32,- 
000. In order to reflect the reproduc- 
tion cost of respondent’s property at 
December 31, 1937, respondent’s Ex- 
hibit No. 7 summarizes the reproduc- 
tion cost new at April 1, 1934, plus 
additions of fixed capital at cost from 
April 1, 1934, to December 31, 1937, 
and less fixed capital retirements dur- 
ing the same period at their estimated 
1934 reproduction cost new. In this 
manner respondent shows an estimated 
reproduction cost new of its property 
used and usefui in the public service at 
December 31, 1937 of $257,492.20, in- 
cluding the same intangible items pre- 
viously recited. However, in this pres- 
entation of reproduction cost new, 
respondent gave no consideration to 


TABLE II 
Original Cost—December 31, 1937 


Account 100 


Fixed capital installed prior to January 1, 1918 


Less : 
Stock issued to J. R. McGinley 
Stock issued to S. A. Taylor 
Stock issued to S. A. Taylor 


$101,193.92 


Purchase—Coal Center Water Works Company 


Property not used or useful 


Corrected Account 100 
Account 101 


Fixed capital installed since December 31, 1917 


Less: 
Property not used or useful 
Corrected Account 101 


Reproduction Cost 
[6, 7] Respondent’s evidence of re- 
production cost new is shown in re- 
spondent’s Exhibits Nos. 5 and 7. 
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$50,192.43 


$125,662.14 


662.51 
$124,999.63 


$175,192.06 


the prices prevailing at December 31, 
1937, although it is stated of record by 
respondent’s witness that the cost of 
waterworks’ materials and equipment 
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has increased generally about 15 per 
cent from the date of the original esti- 
mate of reproduction cost new. By 
this adjustment respondent reaches the 
sum of approximately $287,575 as the 
reproduction cost new at December 31, 
1937, 

Excluding consideration of respond- 
ent’s estimates of going cost and cost 
of financing in the foregoing reproduc- 
tion cost estimates, both of which are 
separately discussed hereinafter, we 
have for consideration a reproduction 
cost new estimate of $229,492.20 at 
December 31, 1937, predicated upon 
the priced inventory of March 31, 
1934, plus additions at cost thereafter, 
and a reproduction cost estimate of 
$259,575 at December 31, 1937, based 
upon the previous reproduction cost 
estimate with an allowance of 15 per 
cent thereof for estimated increases in 
material and labor prices between 
March 31, 1934, and December 31, 
1937. It is our opinion that the latter 
estimate of reproduction cost new is 
without probative value. 

There is a natural suspicion engen- 
dered by trended estimates in proceed- 
ings of this kind, particularly where 
trends are general in character and are 
applied to heterogeneous property 
classifications. In this instance, re- 
spondent’s witness testifying to the 
approximate appreciation of $30,000 
in the reproduction cost new estimates 
stated that minute detail calculations of 
each trend were not made and that a 
more accurate determination of repro- 
duction cost new at December 31, 
1937, could be achieved by a re- 
priced inventory. Respondent has 
not availed itself of the opportunity 
to introduce such admittedly superi- 
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or evidence. In lieu thereof, respond- 
ent’s witness considered the fluctu- 
ations in labor rates, cast iron prices, 
and the indices of costs of construc- 
tion, building materials, metal and 
mill products, cement, gravel, and com- 
modities. Considering all of these ele- 
ments respondent’s witness arrived at 
the conclusion that the prices in gen- 
eral increased 15 per cent between 
March 31, 1934, and December 31, 
1937. To accept such conjectural and 
unsatisfactory evidence would encour- 
age abuses of a recognized and meti- 
torious technical process. Generally 
speaking, trending processes are useful 
substitutes for the actual pricing of 
property units but their ill repute arises 
from instances of this kind. The situ- 
ation before us and our conclusions ap- 
pear analogous to those in California 
R. Commission v. Pacific Gas & E. Co. 
(1938) 302 US 388, 82 L ed 319, 21 
PUR(NS) 480, 58 S Ct 334, and 
West v. Chesapeake & P. Teleph. Co. 
(1935) 295 US 662, 79 L ed 1640, 8 
PUR(NS) 433, 55 S Ct 894. 


Therefore, we shall accept respond- 
ent’s reproduction cost new estimate 
at December 31, 1937, of $229,492.20, 
which excludes respondent’s alleged 
evidence of reproduction cost increases 
between March 31, 1934, and Decem- 
ber 31, 1937, and further excludes re- 
spondent’s showing of going cost, cost 
of financing, and cash working capital 
which will be discussed more fully 
hereinafter. 


Cash Working Capital 


[8] With respect to cash working 
capital a witness for respondent testi- 
fied as follows: 


Q. What amount did you figure as 


160 





PENNSYLVANIA PUB. UTILITY COM. v. CALIFORNIA WATER CO. 


a reasonable allowance for working 
capital ? 

A. The working capital I have com- 
puted as $5,000. The company is on a 
quarterly billing basis; all of the ac- 
counts are billed quarterly. None of 
them are billed in advance, so that the 
entire operations of the company take 
place for three months before any rev- 
| enue is received as against these oper- 
ations. This company is on a quarter- 
ly basis, all of the bills go out on the 
same day, virtually, for that quarter. 
The company has neither a discount 
nor a penalty for prompt payment, and 
the annual operating expenses are be- 
tween $15,000 and $16,000, excluding 
any abnormal expense such as this 
WPA project, and taking one-third of 
that $15,000 for the four months they 
must be operated and funds must be 
available, gives $5,000. That is one 
way of assuming it. That is the mini- 
mum. An examination of the balance 
sheet of the company over the past few 
years will show that their current as- 
sets exceeded their current liabilities— 
outside of bank loans—by approxi- 
mately $5,000. So that I think that 
$5,000 is a fair figure for this particu- 
lar company. 


In many cases we have stated our 
objection to the determination of cash 
working capital as reflected by a com- 
pany’s choice of cash position. We 
will consider cash working capital as 
the amount of money required to con- 
duct the operations of an enterprise 
between the beginning of a service bill- 
ing period and the time when payment 
is received for such service. In view 
of our later determination of allowable 
operating expense, exclusive of annual 
depreciation, extraordinary mainte- 


nance, and taxes, of about $10,170 per 
[11] 
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annum, the general monthly operating 
expenses would be approximately $850. 
Under the company’s existing tariff, 
respondent’s consumers are billed quar- 
terly, payable at face within 10 days, 
and service may be discontinued with- 
in 5 days of the expiration period for 
nonpayment. Respondent therefore 
can reasonably expect under these reg- 
ulations to receive revenues within 105 
days after inauguration of service. 

These out-of-pocket operating ex- 
penses during the 105-day period 
would be $2,925, and we will therefore 
allow the round sum of $3,000 for 
cash working capital. 


Materials and Supplies 


Materials and supplies, included in 
the inventory and appraisal of respond- 
ent’s property at April 1, 1934, were 
priced at $3,695.75. Respondent does 


not maintain a separate materials and 
supplies account on its books in accord- 
ance with the Commission’s Uniform 
Classification of Accounts. In lieu 
thereof, respondent charges all pur- 
chases of operating materials and sup- 
plies directly to the relevant operating 
expense account, and all purchases of 
pipe, fire hydrants, etc., usually stored 
for maintenance or fixed capital pur- 
poses, are directly charged to the cor- 
responding accounts. The inventory 
of materials and supplies at April 1, 
1934, shows that the items generally 
consist of pipe, fittings, valves, fire 
hydrants, and services, used in the 
maintenance of, or extensions to the 
distribution system, also various essen- 
tial spare parts for emergency repairs 
to engines and pumps. 

On May 4, 1938, respondent was re- 
quested to furnish a statement for the 
record showing the amount of ma- 
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terials and supplies on hand which had 
been already charged to fixed capital 
accounts. In response thereto, re- 
spondent stated that an inventory and 
appraisal of materials and supplies at 
June 2, 1938, totaled $3,733.28; that 
$806.78 of the materials and supplies 
included in the April 1, 1934, inven- 
tory had been used; that $844.31 of 
materials and supplies purchased be- 
tween April 1, 1934, and June 2, 1938, 
were on hand at the latter date; and 
that practically all of this additional 
inventory was charged to fixed capital, 
Account 248—Distribution Mains, 
when it was purchased. It therefore 
appears that all of the materials and 
supplies on hand at June 2, 1938, have 
already been considered and allowed in 
our determination of original cost. 

With respect to reproduction cost 
new determinations, we have hereto- 
fore allowed $3,695.75 for materials 
and supplies which is identical to the 
amount on hand at March 31, 1934, 
and to the amount included by respond- 
ent in its adjusted reproduction cost 
new at December 31, 1937 (Respond- 
ent’s Exhibit No. 7). 


Cost of Financing 


[9, 10] In connection with respond- 
ent’s estimate of reproduction cost 
new, Respondent’s Exhibit No. 7, the 
cost of financing, designated in the ex- 
hibit as cost of obtaining money, is 
arbitrarily set forth as $11,000. 

S. E. Taylor, respondent’s vice presi- 
dent in charge of finances, testified that 
respondent has not incurred financing 
charges or costs in connection with the 
eight or more loans made by the com- 
pany each year from a local bank of 
which Mr. Taylor is president, and 
that there have been no charges for any 


bond issues prepared by him; further, 
that he knew of no financing charges 
prior to 1912. 

Since the record shows no incurred 
brokerage costs nor any mechanical 
costs applicable to the issuance of se- 
curities not already charged to fixed 
capital, no percentage or arbitrary sum 
will be added to original cost for cost 
of financing. However, the superior 
court in Solar Electric Co. v. Public 
Utility Commission (1939) 137 Pa 
Super Ct 325, 31 PUR(NS) 275, 9 
A(2d) 447, has indicated that al- 
though original cost figures need not 
be increased by fictitious costs of fi- 
nancing, an estimate of such costs 
should be included in reproduction 
cost which is a theoretical matter in 
any case. 

Considering cost of financing upon 
the reproduction cost basis we are of 
the opinion that respondent’s estimate 
of $11,000 is excessive and unsubstan- 
tiated. We shall allow $4,600 in the 
reproduction cost estimate for financ- 
ing costs, equivalent to 2 per cent of 
our previous determination of repro- 
duction cost new exclusive of financing 
cost and going cost. 


Going Concern Value 


[11, 12] Respondent’s claims for 
going concern value are based upon 
(a) the opinion of an expert witness 
and (b) an alleged showing of lag in 
earnings of the company over a period 
of nine years. 

An allowance for going value “must 
be supported, when allowed, by evi- 
dence of an actual lag in earnings in 
the early years of business.” Cham- 
bersburg Gas Co. v. Public Service 
Commission (1935) 116 Pa Super Ct 
196, 7 PUR(NS) 359, 370, 176 Atl 
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794. The opinion of the expert wit- 
ness of $17,000 for this intangible 
item lacks substantial supporting evi- 
dence. Respondent’s Exhibit No. 6 
sets forth an estimate of $20,202.16 
for going concern value predicated up- 
on the lag of earnings. This exhibit 
tabularly presents for each fiscal year 
from 1904 to April 1, 1912, inclusive, 
the plant cost at the beginning of each 
fiscal year, the accrued depreciation, 
the cost of plant less depreciation, the 
cost of operation and maintenance, an- 
nual depreciation, return at 7 per 
centum on the depreciated plant cost, 
gross earnings, operating deficit, and 
the value of each operating deficit com- 
pounded at 7 per centum annually to 
April 1, 1912. 

Our objections to respondent’s pres- 
entation regarding going value based 
on lag of earnings are so numerous 
that in the interest of brevity, we shall 
confine our discussion to a few out- 
standing defects. 

In the first place, respondent calcu- 
lates and presents of record in Re- 
spondent’s Exhibit No. 6, a lag of 
earnings in each year of operation un- 
til April 1, 1912, but when respond- 
ent’s method of calculating lag of earn- 
ings is applied to subsequent years, we 
find that evidently respondent was 
operating below a reasonable return 
in every year to at least December 31, 
1917, or that its deficit in these years 
must be purely theoretical. We cannot 
envision any promoter, organizer, or 
investor establishing a business that 
would require fifteen years or even 
nine years before the attaining of a 
normal volume of business. From the 
facts before us any one of a number 
of conclusions may be drawn: That 
either respondent suffered from an in- 
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sufficiency of rates during its develop- 
ment period, that its inception was pre- 
mature, or that the enterprise was the 
result of defective judgment, extrava- 
gance, or suffering from unduly high 
capital charges. The record would in- 
dicate that the last one obtains here. 
Further, respondent’s presentation 
of lag is predicated upon a rate base 
which we have discussed more fully 
heretofore and in which we have found 
improperly included fixed capital 
charges. Moreover, respondent does 
not show the propriety of its operating 
expenses during the period under re- 
view or whether respondent received 
during the same time all of the reve- 
nues to which it was entitled. From 
the record before us we cannot find a 
reasonable or proper basis for a sepa- 
rate allowance of going concern value. 


Accrued Depreciation 


[13] Respondent’s estimate of $21,- 
396.66 for accrued depreciation with 
respect to reproduction cost is based 
on observation as expressed by “ob- 
served condition factors” which were 
applied to the various fixed capital ac- 
counts. It is about 9.5 per cent of the 
reproduction cost new of respondent’s 
depreciable property or a lesser amount 
than actually charged to respondent’s 
book depreciation reserve in the past 
five years. If respondent’s “observed 
condition factors’ were applied to our 
finding of original cost, then the cor- 
responding amount for accrued depre- 
ciation on original cost basis would be 
only $17,500, or an amount less than 
that actually charged by respondent to 
its reserve during the last four years 
under review. 

At December 31, 1937, respondent’s 
depreciation of structures and equip- 
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ment reserve was $99,512.54. The re- 
serve started January 1, 1918, approx- 


imately fourteen years after the initia- . 


tion of water service, has been annually 
increased by credits to the reserve and 
concurrent charges to expense, deter- 
mined by the straight-line method. 
From January 1, 1918, to December 
31, 1930, respondent estimated and 
charged annual depreciation at the rate 
of 4 per cent per annum of the book 
cost of fixed capital with the exception 
of the automobile account which was 
depreciated at the rate of 25 per cent 
per annum. About 1930, respondent 
revised its depreciation rule to reflect 
increased estimates of the service lives 
of the various classes and types of de- 
preciable physical property. Since we 
have heretofore adjusted respondent’s 
fixed capital accounts to show the re- 
tirement of service lines in 1937, 
amounting to $3,664, a corresponding 
debit should be made to the reported 
depreciation reserve. We therefore 


find that the adjusted depreciation re- 
serve at December 31, 1937, is $95,. 
848.54, or 43 per cent of respondent’s 
reported book cost, 54.6 per cent of 
our finding of original cost, and 41.8 
per cent of our finding of undepreciat- 
ed reproduction cost. 

At the request of the Commission, 
respondent has submitted of record 
estimated lives and ages of the various 
classifications of its fixed capital at 
December 31, 1937. However, with 
respect to accrued depreciation, re- 
spondent rests solely upon its show- 
ing of observed depreciation with re- 
spect to its estimate of reproduction 
cost. 

The following tabulation sets forth 
various determinations of accrued and 
annual depreciation which are predi- 
cated upon respondent’s observed de- 
preciation and its estimate of the lives 
and ages of the property, all of which 
will be discussed more fully herein- 
after : 


TABLE III 
Comparison of Depreciation Methods 


Repreduction Cost 


Repro- Accrued De- 


duction Cost preciation duction Cost 


. Observed 

. Observed & 
Straight-line 

. Straight-line 

. 4% Compound- 
interest 


$234,092 


234,092 
234,092 


234,092 


$21,397 


21,397 
81,806 


38,192 


Total— 

Return & 
Return Annual De- Annual De- 
at 6% preciation preciation 
$12,761 $3,1901 $15,951 


12,761 1,220 13,981 
9,137 4,686 13,823 


11,754 3,366 15,120 


Depreciated 
Repro- 


$212,695 


212,695 
152,286 


195,900 


Original Cost 


Accrued De- 
preciation 


$17,5198 


17,5198 
61,759 


26,882 


Original 
Cost 


$175,192 


175,192 
175,192 


175,192 


. Observed 

. Observed & 
Straight-line 

. Straight-line 

. 4% Compound- 
interest 


Total— 

Return & 
Return Annual De- Annual De- 
at6% preciation preciation 
$9,460 $2,6281 $12,088 


9,460 9652 10,425 
6,806 3,409 10,215 


8,899 2,291 11,190 


Depreciated 
Original 
Cost 
$157,673 


157,673 
113,433 


148,310 


1 Based upon respondent’s estimate of 14% of depreciated base. 
2 Based upon average observed depreciation during expired life. 


8 Based upon 90% condition factor. 
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We are satisfied that respondent’s 
property has not actually depreciated 
to the extent of the adjusted deprecia- 
tion reserve at December 31, 1937, of 
$95,848.54, which exceeds our maxi- 
mum calculation of accrued deprecia- 
tion, on a reproduction cost basis, set 
forth in Table III, by $14,043. Re- 
spondent’s annual depreciation. charge 
in 1937 of $4,782.67 exceeds all of 
the above determinations of annual de- 
preciation and is admittedly excessive 
in view of respondent’s claim of $3,- 
100 for annual depreciation based up- 
on its assumed fair value of $208,000. 


[14] Likewise, we do not believe 
that respondent’s estimate of accrued 
depreciation based on observation, 
totaling $21,397, on a reproduction 
cost basis is the best evidence of ac- 
crued depreciation. In this water- 
works property, about 60,000 feet of 
pipe is presently in service, varying in 
size, kind, and service age. In dollars, 
the pipe and appurtenances, buried 
from ready observation, represent ap- 
proximately 50 per cent of our finding 
of reproduction cost. With respect to 
these items respondent claims accrued 
depreciation is only 5 per cent for gal- 
vanized steel and cast iron supply 
mains, varying in diameter from 4 
inch to 10 inches. Although half of 
the estimated total life of buried serv- 
ice lines has expired, respondent’s 
estimate of accrued depreciation is only 
10 per cent. Respondent offered no 
evidence of the basis of its “observed 
condition factors” which were applied 
to subsurface property but it did say 
generally: “The factors were deter- 
mined by observing the property that 
could be observed without in any way 
excavating in the streets in order to get 
at foundations.” 
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However, inasmuch as respondent’s 
showing with respect to depreciation 
may indicate that the depreciable prop- 
erty does not depreciate according to 
some predetermined mathematical 
formulae we will consider it along 
with the other evidence of deprecia- 
tion. 

[15, 16] Of the various methods of 
computing accrued depreciation, in ac- 
cordance with the lives and ages of de- 
preciable property, the straight-line 
method has the desirable characteristic 
of simplicity in depreciation account- 
ing, and has been used by respondent 
since the initiation of its depreciation 
reserve. Accrued depreciation by this 
method is shown on line 3, Table III. 
Under certain circumstances, particu- 
larly short-life property, the straight- 
line depreciation method may be ac- 
ceptable for calculating accrued and 
annual depreciation for rate-making 
purposes. However, in properties of 
this type, having relatively long serv- 
ice lives, observations indicate that 
waterwork structures may not actually 
depreciate according to the uniform 
rate of the straight-line method. This 
fact is supported by respondent’s evi- 
dence regarding depreciation on the 
basis of observation. In that it must 
be conceded that respondent’s property 
may not actually depreciate according 
to the straight-line formula, the find- 
ing upon this basis cannot be consid- 
ered as conclusive. However, the 
computations made on a straight-line 
basis will be given consideration in our 
determination of depreciation. 

Another method recognized by the 
Commission in determining annual 
and accrued depreciation, is the 4 per 
cent compound interest method. This 
recognition is based generally upon the 
37 PUR(NS) 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


experience in some cases that the rate 
of appreciation of a sinking fund, at 
4 per cent interest, closely correspond- 
ed to the actual rate of depreciation of 
waterworks properties determined by 
careful and frequent observation (See 
Manual of Water Works Practice— 
American Water Works Association, 
1925, p. 527). We will also give con- 
sideration to computations made by 
this method, in our determination of 
depreciation. 

The available data relating to ac- 
crued depreciation consist of estimates 
based on observation of the property 
in the manner described, calculations 
on straight-line and 4 per cent com- 
pound interest methods and deprecia- 
tion reserves shown by the books. 
Careful consideration of the widely 
varying results leads us to conclude 
that the accrued depreciation based on 


reproduction cost is $40,000 and based 
on original cost is $30,000. These 


findings represent our considered 
judgment of the accrued depreciation 
applicable to reproduction cost and 
original cost, respectively, and are not 
based entirely on any specific arithmet- 
ical calculations although each such 
calculation has been given considera- 
tion. 


Fair Value 


The measures of value are depreciat- 
ed reproduction cost at December 31, 
1937, of about $197,000, and depre- 
ciated original cost at the same date of 
about $148,000. It is our opinion 
and we find, after considering the ele- 
ments of value of record and prevail- 
ing conditions, that the fair value of 
respondent’s property, used and useful 
in the public service at December 31, 
1937, is $170,000. 
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Operating Expenses 


Respondent’s operating expenses for 
the years 1933 to 1937, inclusive, are 
tabularly shown in Respondent’s Ex- 
hibit No. 8, while its forecast of future 
operating expenses is tabularly pre- 
sented as Exhibit No. 10. Since we 
agree with respondent as to the prob- 
able or proper expense forecast for 
certain accounts, generally based upon 
the average expense incurred during 
the years 1933 to 1937, we tabularly 
show such operating expenses as fol- 
lows: 

Water collection system 


Operating labor 
Maintenance 


Purification system 
Operating labor and expenses 
Maintenance 

Pumping system expense 
Operating labor 
Fuel 
Oil, waste, etc. 
Maintenance 


General expense 
General office supplies 
Other general property expense .... 
Uncollectible accounts 
Insurance—legal expenses 


The other remaining items of oper- 
ating expenses will be separately dis- 
cussed as follows: 


I—Maintenance Distribution System 
[17] During 1936 and 1937, the 


borough of California engaged in a 
program of street improvements, 
which required respondent to lower 
some of its distribution system as a re- 
sult of lowered street grades. Respond- 
ent states that its total expenditure 
was $19,117.87, of which $8,836.96 
was expended in 1936, while the re- 
mainder, $10,280.91, was expended 
in 1937. Of the 1936 expenditure of 
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$8,836.96, $1,265.73 was charged to 
maintenance and $7,571.23 was 
charged to fixed capital. Of the 1937 
expenditure of $10,280.91, only $1,- 
651.66 was charged to fixed capital. 
The remainder of the 1937 expendi- 
ture, or $8,629.25, was believed by 
respondent to be too great to be ab- 
sorbed in the maintenance account in 
any one year, and it therefore charged 
$2,000 to maintenance expense and 
$6,629.25 was set up as a deferred 
| charge which has an unamortized bal- 
ance at December 31, 1937, of the 
same amount. The company proposes 
to write off this unamortized balance 
f at the rate of $2,000 per year. There- 
fore, out of respondent’s estimate of 
$3,200 for maintenance of distribu- 
tion system for the immediate future, 
$2,000 of this amount represents the 
write-off of extraordinary mainte- 


nance expenditure in the past and the 
balance of $1,200 represents ordinary 


maintenance expenditures. Respond- 
ent’s ordinary maintenance expendi- 
tures in the past were $255.58 in 1933; 
$1,071.09 in 1934; $1,717.66 in 1935; 
$988.94 in 1936; and $1,156.87 in 
| 1937. The average expenditures for 
| ordinary maintenance over the past 
five years are approximately $1,000, 
and we have allowed this amount in 
lieu of respondent’s estimate of $1,200. 

With respect to respondent’s un- 
amortized balance of deferred charges 
totaling $6,629.25, we do not believe 
that for the purpose of this rate pro- 
ceeding respondent’s plan to write off 
| this balance in a period of approxi- 
mately three and one-half years should 
be followed. 

It is a well-established principle that 
the cost of extraordinary maintenance 
should be amortized over a period of 
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its probable recurrence. Respondent 
has not estimated the period of pos- 
sible recurrence of this type of expen- 
diture although it is stated that the 
additional costs will be incurred in 
lowering various service pipes. Re- 
spondent, however, has not estimated 
the cost of this additional work, if 
any, since the service pipes are located 
under the sidewalks and within the 
curb line. While the practice of re- 
spondent in the past has been to con- 
struct service lines to within a few feet 
of the consumers’ property, due to a 
lack of established street lines and 
grades, respondent has not committed 
itself to the reconstruction of service 
lines as formerly laid. However, if 
such costs are incurred the treatment 
of the amortization of the additional 
expense may be treated in a like man- 
ner as the portion under discussion 
since it is the increment cost thereof. 
The record is void of any estimate of 
the recurrence of a similar expenditure 
in the future and the record further 
does not indicate that respondent ex- 
perienced any similar expenditure in 
the past which required an amortiza- 
tion of the expense. We, therefore, 
believe that respondent would undergo 
no hardship by amortizing the balance 
over a period of ten to fifteen years. 
Accordingly, we have allowed $500 per 
year for this expense, which will amor- 
tize the balance in about thirteen years. 


II—General Office Salaries 


Since 1933, respondent has in- 
creased general office salaries and ex- 
penses from $2,470 per annum, to $5,- 
682.57 per annum in 1937, or an in- 
crease of about 130 per centum. Re- 
spondent estimates the future expense 
at $5,600. 
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TABLE IV 


Operating 
Revenues 


Salaries & Increase or 
Expenses Decrease 
Jo 

$2,794.66 
2,863.70 
2,895.75 
3,062.39 
3,307.34 
2,470.00 
3,906.99 
5,540.00 
5,529.67 
1937 5,682.57 


* Decrease. 


$24,456.02 
24,710.76 
25,543.27 
24,609.42 
26,144.04 
26,439.15 
25,339.90 
25,077.74 
25,961.43 
24,282.75 


Aw 
NOMS Mommy, 
SNoOhLOAHU- 


From the foregoing tabulation, re- 
spondent decreased its annual depreci- 
ation charge, the result of the adoption 
of a new depreciation rule predicated 
on revised estimate of life of its de- 
preciable property, by $2,585.01 be- 
tween 1930 and 1937, while the in- 
crease of general office salaries and 
expenses in the same period is $2,786.- 
82, approximately the same amount. 

In 1934, the salary of respondent’s 
president was increased by $250, or 50 
per cent over the preceding year, the 
salary of the vice president was in- 
creased $250, or 50 per cent, and the 
secretary's salary was increased $250, 
or 25.7 per cent, in spite of the fact 
that the revenues of the company had 
decreased 4.2 per cent and that the 
total operating expenses were in- 
creased over the previous year by 30.6 
per cent. In the following year, 1935, 
respondent increased the same officers 
as well as the salaries of the various 
operating personnel. The president’s 
salary was increased $250 per annum, 
or 33.3 per cent above the salary re- 
ceived in the previous year; the vice 
president’s salary was increased $250, 
or an increase of 33.3 per cent ; and the 
secretary’s salary was increased $450, 
or 42.2 per cent over the salary pre- 


Ratio 
Ratio Office 
Office Salaries to 
Salariesto Total 
Revenues Expense 
0 %o 
$16,799.30 11.4 16.6 
19,931.35 11.6 14.4 
18,519.29 11.3 15.6 
14,753.42 d 20.8 
13,747.12 d 24.0 
13,873.10 : 17.8 
18,122.68 ‘ 21.6 
19,457.24 : 28.5 
20,876.61 : 26.5 
20,854.31 , 27.3 


Annual De. 
preciation 


$6,755.80 


Operating 
Expenses 


4,782.69 


viously received. These salary in- 
creases were made, although respond- 
ent company in the same year had 
again suffered from a decrease in an- 
nual operating revenues over the pre- 
ceding year, and the total annual oper- 
ating expenses would be again in- 
creased thereby. 

During the entire period under re- 
view in our Table IV, respondent's 
officers were unchanged. During this 
same period respondent did increase 
to some extent its fixed capital but 
these additions did not materially af- 
fect the operation, did not increase the 
responsibility in the operation of the 
company or necessarily require addi- 
tional personnel or additional com- 
pensation for slightly increased duties 
of its existing personnel. 

Respondent has not substantiated 
its increase in salaries and expenses of 
its officers, who are also stockholders 
and, since we believe that the salaries 
of its officers in 1933 were commensu- 
rate with their duties, we will allow 
$500 per annum instead of $1,000 for 
the salary of president, $500 per an- 
num instead of $1,000 for salary of 
vice president, and $700 per annum in- 
stead of $1,500 for the salary of sec- 
retary. The reduction from those 
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salaries previously charged in 1937 
will be $1,800 and, deducting this 
amount from respondent’s 1938 esti- 
mate of this operating expense, we 
will allow $3,800. 


I1I—Annual Depreciation 


[18] In 1937, respondent charged 
$4,782.67 for annual depreciation ex- 
pense, which was determined by means 
of straight-line depreciation method. 
Since the initiation of respondent’s 
depreciation accounting, the annual 
charge has exceeded $4,341.44, and 
has been as high as $7,368.70. Re- 
spondent’s past and present deprecia- 
tion accounting policy is obviously 
erroneous, in view of respondent’s 
“Observed Condition Factors” and 
our finding of accrued depreciation. 
With respect to annual depreciation 
for rate-making purposes respondent 
originally contended that 1 per cent of 
the depreciated value of the property 
would suffice, and this percentage was 
used in Respondent’s Exhibit No. 6, a 
hypothetical analysis of going cost. 
Subsequently, the percentage was in- 
creased to 1.5 per cent or $3,100, on 
the basis of an assumed fair value of 
$208,000. Based upon the annual de- 
preciation figures resulting from the 
various computations it is our judg- 
ment and we find that annual deprecia- 
tion should be allowed in the amount 
of $3,300. 


Allowable Revenues 


Giving due consideration to the 
foregoing and to respondent’s operat- 
ing experience in the years 1938 and 
1939, as disclosed by respondent’s an- 
nual reports to the Commission which 
reveal no material changes with re- 
spect to the foregoing matters, it ap- 
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pears that the allowable operating 
revenues are $25,515, summarized as 
follows: 


TABLE V 
Allowable Revenues 
Return—6% of $170,000 
Accepted items of operating expenses 
(taxes incl.) 
Distribution system—maintenance ... 
General office salaries 
Depreciation 


$10,200 
6,715 
500 


Total allowable operating revenue $25,515 
Annual Revenues 


Respondent’s annual operating reve- 
nues for the past five years follow: 
$25,077.74 1938 $24,732.91 
25,561.43 1939 25,306.21 
24,282.75 
Respondent’s annual operating rev- 
enues, in the five years ended Decem- 
ber 31, 1939, were less than our find- 
ing of allowable revenues. In 1939, 
the operating revenues were $25,306.- 
21 or $209 less than our finding of 
allowable operating revenues; There- 
fore, 
Now, to wit, November 13, 1940, it 
is ordered: That the complaint be and 
is hereby dismissed. 


BuCcHANAN, Commissioner, dissent- 
ing: I accept the majority finding 
that the original cost of respondent’s 
fixed assets, undepreciated, is $175.,- 
192.06. Of this amount $172,748.70 
represents depreciable property. Re- 
spondent has accrued depreciation on 
its books of $99,500 and when adjust- 
ed for retirement and rounded, totals 
$96,000. This amount is approxi- 
mately 43 per cent of $224,400 of the 
depreciable property as recorded on re- 
spondent’s books. Applying the same 
percentage to original cost of depreci- 
able property and rounding the result, 
we obtain an accrued depreciation fig- 
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ure of $74,000. Deducting this 
amount from original cost of $175,- 
000 the original cost of respondent’s 
property less depreciation amounts to 
$101,000 in rounded figures. 

Respondent submitted a reproduc- 
tion cost estimate of $255,575, less 
promotion and organization, going 
cost, and cost of obtaining money, as 
of December 31, 1937. Applying the 
above depreciation method, the depre- 
ciated reproduction cost of respond- 
ent’s fixed assets rounded is found to 
be $145,500. 

To each of the above figures should 
be added the sum of $3,000 for work- 
ing capital. Thus the comparable fig- 
ures for rate base purposes are $104,- 
000 on the basis of original cost, and 
$148,500 on the basis of reproduction 
cost. I do not believe that cost of re- 


production is entitled to predominant 


weight in determining the rate base, 
either as a general proposition or by 
reason of the circumstances of the in- 
stant case, but because of court deci- 
sions it must be given due recognition 
with other window dressing held im- 
portant in fair value determination. 

After careful consideration of the 
entire record, I find that the fair value 
of respondent’s property is not more 
than $110,000, and that this sum un- 
der formulae laid down by the courts 
represents the proper, fair, and rea- 
sonable rate base upon which to com- 
pute the allowable return. 

Although the figure of $110,000 
represents a considered judgment 
based upon all relevant factors, and no 
one element of value has been given 
controlling weight, it is significant that 
a return of 6 per cent on $110,000, or 
$6,600, will permit respondent to pay 
37 PUR(NS) 


its bond interest and substantial divi- 
dends on its common stock. 

As of December 31, 1937, respond- 
ent had outstanding $47,000 principal 
amount of first mortgage 5 per cent 
bonds, and $75,000 par value of cap- 
ital stock. The bond interest obliga- 
tion amounts to $2,350 annually, leay- 
ing $4,250 available for dividends on 
the outstanding capital stock. This is 
at the rate of 5.7 per cent on par value. 

However, as has been seen, $20,000 
of the outstanding bonds were issued 
in payment for nonuseful property and 
should therefore not be included for 
the purposes of this computation. An 
additional $25,000 of bonds are of 
doubtful standing for fixed capital 
purposes, but will be included for the 
present. If the computation is re- 
vised to this extent, the bond interest 
obligation becomes $1,350 leaving 
$5,250 available for a 7 per cent re- 
turn on the par value of the common 
stock. 

As the majority has held $10,000 
par value of capital stock was issued 
to McGinley entirely without authori- 
zation of the board of directors, and 
$37,000 par value of capital stock was 
issued to Taylor without consideration 
a total of $47,000. 

If the $75,000 in capital stock be 
reduced by the exclusion of the 
$47,000 in par value involved in the 
above transactions, $4,250 available 
for return on $28,000 would permit 
the payment of dividends at a rate of 
over 15 per cent and $5,250 available 
for such return would show a rate of 
18.75 per cent after payment of bond 
interest. 

In passing it is interesting to note 
that at December 31, 1912, there was 
outstanding $50,000 of capital stock 
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of which $47,000 is known to repre- 
sent no value in fixed capital. On the 
same date there was outstanding $50,- 
000 in first mortgage bonds of which 
$20,000 of the bonds (plus possibly 
$25,000 additional) are known to rep- 
resent no value in fixed capital. On 
the same date the fixed capital account 
of respondent totaled $56,719.94. On 
the basis of this showing there was not 
more than $33,000 of actual cash in- 
vested in California Water Company 
as of December 31, 1912. 

Of the $33,000 total at least $25.,- 
000 represented by bonds, purported 
to have been issued in 1907 to McGin- 
ley for cash advances in 1901, and 
1902, are questionable. 

In 1926 the bond issue of $50,000 
was refinanced by a new issue of $60,- 
000. The additional $10,000 realized 
was invested in plant betterments. 
Likewise in 1934 the company at- 
tempted to issue $50,000 in stock for 
plant additions of $25,000 and a stock 
dividend of $25,000. Only that por- 
tion representing plant additions was 
approved by this Commission. So on 
December 31, 1937, the record shows 
$33,000 cash outlay in plant prior to 
1913 plus $10,000 in 1926 plus $25,- 
000 in 1934, or a total actual invest- 
ment of $68,000. On the same date, 
December 31, 1937, the respondent’s 
books showed a plant value of $226,- 
000 and the majority has found the 
original cost of plant as of that date 
to be $175,000. Such is free enter- 
prise. 


I believe 1.5 per cent is an excessive 
allowance for annual depreciation of 
this water company’s property, but 


will accept respondent’s figure. Ap- 
plying this percentage to the fair value 
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finding of $110,000 results in a figure 
of $1,650. 

According to the record the officers 
and salaried employees of respondent 
company at December 31, 1937, were 
George L. Craig, Pittsburgh, presi- 
dent, Samuel E. Taylor, Brownsville, 
vice president, T. D. Hahn, Browns- 
ville, secretary-treasurer and superin- 
tendent, T. DeArmon, bookkeeper, 
and Rachel King, clerk. The same 
parties were officers and salaried em- 
ployees of Brownsville Water Com- 
pany in near-by Brownsville. In fact 
both water companies have a common 
office in Brownsville whence all work 
is directed and business conducted for 
both companies simultaneously. 

The salaries of these parties from 
both companies are as follows: 


Brownsville California 


George L. Craig, president $2,000 $1,000 
Samuel E. Taylor, vice 
2,000 1,000 


president 
T. D. Hahn, sec.-treas. & 

SME suc cleuseuonness 3,000 1,500 
T. DeArmon, bookkeeper 1,018 756 
Rachel King, clerk 490 360 

The record indicates that Hahn 
(now deceased), DeArmon, and King 
perform practically all of the work and 
manage both properties. The salaries 
paid to Craig and Taylor are not paid 
for services rendered, but merely by 
virtue of office. The duties being 
nominal the rernuneration should be 
likewise. I would allow an annual 
salary to the president of $120 and 
nothing to the vice president, or vice 
versa. By permitting the remaining 
salaries to stand the total charge for 
general office salaries would be $2,736. 

From the above discussion allowable 
operating revenues should be less than 
those approved by the majority in at 
least three items, as follows: 
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Return—6% of $110,000 

General office salaries 

Depreciation 

Accepted operating expenses includ- 
ing taxes 

Distribution system—maintenance ... 


$19,201 


Respondent’s annual operating reve- 
nues for the past ten years follow: 


1928 $24,456.02 $26,439.15 
24,710.76 
25,543.27 
24,609.42 


26,144.04 


25,561.43 
24,282.75 

An interesting observation is the 
general stability of operating revenues 
throughout depression and boom 
years. It is to be particularly noted 
that at the depth of the depression 
1932-1934 gross operating revenues 
exceeded any other year in the 10-year 
comparison. 

From the above tabulation it ap- 
pears that respondent’s annual operat- 
ing revenues have substantially ex- 
ceeded the allowable annual revenues 
of $19,201 in each of the last ten years. 
The average annual revenues are $25,- 
216.45 or $6,015 in excess of the al- 
lowable amount. 


It is therefore clearly apparent that 
the rates of respondent are unjust, un- 
reasonable, and in excess of a reason- 
able return and should be altered to 
produce a reduction of approximately 
$6,000 in the annual gross revenues of 
respondent and in addition thereto 
consideration should be given to repa- 
rations. 


From this brief review it can be seen 
that the differences between the ma- 
jority and my findings are small in 
number though large in amount. The 
reason for any difference is a differ- 
ence in judgment, so called, actually 
guesswork, 
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While rate making is a legislative 
function, by judicial fiat the Commis- 
sion must find “fair value” as a rate 
base. Fair value is a nebulous thing 
called a “judgment figure” arrived at 
by no certain process or uniform pro- 
cedure. It may be one amount one 
minute and an entirely different 
amount the next. It is never found 
to be the same as between individuals 
except by compromise. The fair 
value theory invariably compels a regu- 
latory body to discriminate in favor of 
the investor and against the consumer. 
In finding fair value here I have dis- 
criminated less against the consumer 
than the majority. 

Another element of rate making 
which the courts have ordained to be 
a judgment figure is the depreciation 
reserve or accrued depreciation. All 
forms of calculating the depreciation 
reserve must be pursued and then judg- 
ment applied to the conglomerate 
whole according to decisions. This 
method the majority has pursued but 
apparently has arrived at a finding, in 
both original cost and reconstruction 
cost new, of 50 per cent of the amount 
determined by the _ straight-line 
method. 

My own opinion is to accept the 
judgment of the company officials in 
accruing the reserve, provided the ac- 
cruals result in an excess over and 
above a safe minimum. 

In the instant case the book depre- 
ciation accruals have been related to 
the findings of original cost and repro- 
duction cost on the percentage basis 
shown by the books as representing 
the experience and judgment of the 
company officials and the result adopt- 
ed by me is a judgment figure. 

Again on the amount of annual de- 
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preciation there is a difference of opin- 
on. Respondent’s engineering witness 
Jacobs supplied the basis for the an- 
nual depreciation charge used by me. 
The majority considered the same per- 
centage but finally adopted an approxi- 
mate 2 per cent figure. In view of the 
huge depreciation reserve probably 1 
per cent of the fair value figure would 


be more equitable and, indeed, that cal- 
culation would find support in the rec- 
ord. 

So in the exercise of “considered 
judgment” I differ from the majority 
and submit that the logic of my con- 
clusions is sounder, more just, and 
equitable for the consumer based on 
the entire record. 








NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


Re New York Telephone Company 


[Case No. 10355.] 


Labor, § 2 — Jurisdiction of Commission — Telephone installation. 
1. A dispute between labor unions, interfering with the installation of 
telephone service in an apartment building, is not a matter for determina- 
tion by the Commission, p. 175. 


Contracts, § 3 — Jurisdiction of Commission — Labor unions — Landlord and 
tenants — Utilities. 
2. The Commission has no jurisdiction over questions relating to contrac- 
tual rights as between labor unions, the owner of premises, tenants of 
the premises, and a telephone company, all involved in a dispute over the 
installation of telephone facilities prevented by a labor conflict, since such 
matters of law are to be determined by a court, p. 175. 


Service, § 140 — Duty to serve — Access to premises. 
3. A rule of a telephone company providing that the company’s obliga- 
tion to furnish facilities or service is dependent upon its ability to secure 
and retain, and without unreasonable expense, suitable facilities and rights 
for the construction and maintenance of the necessary circuits and equip- 
ment, is reasonable, p. 175. 


Service, § 143 — Duty to serve when access barred — Labor dispute — Resort 
to courts. 

4. A telephone company which is barred from installing its equipment and 
facilities in a newly constructed building by order of the landlord, because 
of a labor dispute between rival unions, should be asked to notify the 
Public Service Commission whether it will proceed in court to seek a 
determination of its rights to install telephone service to tenants of the 
building who require service, p. 177. 


Leases, § 4 sn Rights of tenants — Telephone service. 
Discussion of the right of tenants of an apartment building to use the 
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facilities and service adjuncts of the building, including the use of tele- 
phone conduits running to tenants’ apartments, p. 176. 


(Van NAMEE, Commissioner, dissents.) 
[February 6, 1941.] 


 eeiemaned on motion of Commission as to failure of tele- 

phone company to supply service to persons residing in cer- 

tain apartments; company asked to notify Commission as to 

whether it would proceed in court to seek determination of 
rights to install service. 


APPEARANCES: Gay H. Brown, 
Counsel (by John T. Ryan, Assistant 
Counsel), for the Public Service Com- 
mission; Ralph W. Brown, New York 
city, General Attorney for the New 
York Telephone Company; Walter 
Gordon Merritt, New York city, As- 
sociate Counsel, for the New York 
Telephone Company; W. C. Chanler, 
Corporation Counsel (by Walter E. 
Maloney, Assistant Corporation Coun- 
sel) New York city, for the city of 
New York; Henry Mayer, New York 
city, Attorney for United Telephone 
Organizations; Meyer W. Greenwald, 
New York city, Attorney for Park- 
chester Apartments and Metropolitan 
Life Insurance Co. 


BREWSTER, Commissioner: The 
above entitled proceeding was institut- 
ed on motion of the Commission on 
December 18, 1940, after many com- 
plaints had been received as to the 
failure of the New York Telephone 
Company to install and maintain tele- 
phone service to persons applying for 
such service in the Parkchester Apart- 
ments, Bronx, New York city. A 
public hearing was held in this pro- 
ceeding before Commissioner Lunn at 
the State Office Building, New York 
city on January 2, 1941. 

Several of the applicants for service 
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appeared at the hearing and testified. 
Such testimony, generally speaking, 
was to the effect that service had been 
applied for and refused and explained 
why the various applicants urgently 
needed telephone service. Examples 
were cited of situations where it was 
necessary to obtain immediate medical 
assistance and of the delays which oc- 
curred in obtaining such aid because 
of the fact that the telephone com- 
pany had failed to provide telephone 
service. An applicant testified that he 
had charge of a building in New York 
city and that it was imperative at this 
time of the year that he be able to be 
reached immediately in case of emer- 
gency such as failure of the oil burner 
in the building or in the case of a fire 
where the Automatic Fire Alarm Com- 
pany had to reach him. He cited an 
instance where a fire had occurred and 
where it had taken over an hour for 
him to be reached by telegram. He 
also testified that he had relatives who 
were very ill and it was, therefore, 
necessary that he be able to be reached 
by them by telephone in the event of 
an emergency. 

Another witness cited a case where 
a child had received a first degree burn 
on his eye and hands and it had taken 
three-quarters of an hour in order to 
get a connection with a doctor. 
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Another applicant testified that he 
was a traveling passenger agent for 
the Baltimore & Ohio Railroad and 
the nature of his work required that 
he be on the road at least five days a 
week. 
sided with him and that she had ab- 
solutely no contact with the outside 
world while he was away and in the 
event of emergency, she had abso- 
lutely no way of getting in touch with 
anyone, unless the telephone service 
which had been applied for were to 
be provided. 

Other examples could be cited from 
the testimony given at the hearing as 
to the necessity for residents of the 
Parkchester development receiving the 
telephone service they have applied for 
but it is unnecessary to do so since 
enough has been shown to demon- 
strate that the interest of the public 
requires that telephone service be sup- 


plied without delay if there is any way 
that this may legally be accomplished. 
The telephone company concedes 
that service had been applied for and 
denied to 559 applicants as of Janu- 


ary 2, 1941. The explanation given 
by the company for the failure on its 
part to provide service to applicants lo- 
cated in this Parkchester development 
is that the owner of the premises re- 
fuses access to telephone company em- 
ployees for the purpose of pulling the 
telephone wires from the basement 
through conduits installed during con- 
struction of the building to the 
apartments of the applicants for serv- 
ice. 

[1, 2] The refusal of the owner to 
grant access to the premises by tele- 
phone company employees is based up- 
on fear of a strike of Local No. 3 of 
electric workers supported by other 
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union workmen which would tie up the 
uncompleted units of the Parkchester 
Apartments project. Therefore, the 
crux of the matter is a dispute be- 
tween Local No. 3 and the union of 
telephone company employees as to 
which union shall perform the work of 
pulling the wires from the basement 
of the completed unit to the apartments 
of the tenants. Both the owner of the 
Parkchester Apartments and the New 
York Telephone Company are unwill- 
ing parties to the controversy and each 
fears a general strike if concessions 
are made to one or other of these 
unions. This dispute as between these 
unions is not a matter for determina- 
tion by this Commission. What the 
contractual rights are as between the 
unions, the owner of the premises, the 
tenants, and the telephone company, 
is a matter of law to be determined by 
the court and not this Commission.? 

[8] The telephone company relies in 
its refusal to act upon PSC—NY— 
No. 400, § 2, Fourth Revised Sheet 
1—sub-paragraphs 5 and 9 of which 
are as follows: 


“5. Obligation of telephone company. 
“The company’s obligation to fur- 
nish facilities or service is dependent 
upon its ability to secure and retain, 
and without unreasonable expense, 
suitable facilities and rights for the 
construction and maintenance of the 
necessary circuits and equipment. 


“OQ. Access to subscribers’ premises. 
“For the purpose of inspecting, re- 
pairing, or removing any part of its 
facilities on the premises of the sub- 
scriber or of making collections where 
coin box service is provided, the com- 


1 See also post, pp. 179, 183, 187. 
2 See also post, pp. 179, 187. 
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pany and its employees may have ac- 
cess thereto at any reasonable hour.” 

Subdivision 9 has no application to 
the present controversy because it ap- 
plies to access by the telephone com- 
pany to the premises after the tele- 
phone has been installed. 

Subdivision 5 appears to be a rea- 
sonable provision.2 The question is 
whether the telephone company is able 
“to secure and retain, without unrea- 
sonable expense, suitable facilities and 
rights for the construction and main- 
tenance of the necessary circuits and 
equipment.” Analysis of the testi- 
mony indicates that the company has 
not made any real effort to secure ac- 
cess to the premises but that it is re- 
lying upon a verbal statement of a 
representative of the owner of the 
premises. 

Mr. Merritt, attorney for the tele- 
phone company, stated in the record: 
“But I certainly assume a public util- 
ity is not obligated to enter a build- 
ing against the consent of the owner, 
with the owner charging him as a 
trespasser and that the battle, if any, 
between the owner and the tenant, 
must be fought out and the way paved 
for the entrance of the telephone com- 
pany. I don’t suppose the telephone 
company could assume the burden of 
settling the issue between landlord and 
tenant.” 

In other words, even though the 
tenant may have a right of access to 
the leased premises for the purpose of 
installing telephone wires the telephone 
company contends that it is not re- 
quired as a public utility to make any 
effort to install service if the landlord 
verbally says, stay out. The company 
admits that more than 500 applica- 





8 See also post, pp. 178, 188. 
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tions for service are unfilled and yet 
it feels that it has no obligation to 
request the court to give it access to 
these premises for the purpose of in- 
stalling these 500 telephones. 

Let us analyze the facts as to the 
rights of the owner of the premises. 

This project consists of a consider- 
able number of separate apartment 
buildings. Several of these buildings 
have been completed and turned over 
to the owner by the builder. During 
construction conduits for telephone 
wires were run from the basement of 
the buildings to the separate apart- 
ments. Telephone cables are now in 
the basement and there remains the 
pulling of the wire from there to the 
apartment of the tenant. 

After completion of the building or 
after it was sufficiently progressed to 
permit, the landlord invited leases and 
entered into leases with many tenants. 
Prior to entering into these leases the 
landlord had the sole and absolute 
right to refuse access to the telephone 
company but in making these leases 
the landlord parted with some of his 
rights and transferred them to the ten- 
ants. Unless otherwise specifically 
prohibited under the lease, tenants are 
entitled to much more than mere pos- 
session and enjoyment of the separate 
apartments and general use of the halls 
for access and egress. They are en- 
titled to use of the facilities and serv- 
ice adjuncts of the building which they 
had the right to anticipate when they 
leased. These rights include the use 
of the telephone conduit running to 
the tenant’s apartment. The landlord 
could have reserved the right of use 
of the telephone conduits and _ the 
rights to install telephones but ap- 
parently did not do so and permitted 
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the tenants to enter into leases with- 
out knowledge of the controversy as 
to installing the phones. At least there 
is nothing in the record to indicate 
any knowledge on the part of the ten- 
ants that such telephone service could 
not be supplied. 

[4] These tenants are not people of 
large income. Rents are between $31 
and $71 per apartment. It would ap- 
pear to be the duty of the telephone 
company, where more than 500 ap- 
plications for service have been made, 
to apply to the courts for an order re- 
straining the landlord from interfer- 
ing with the telephone company em- 
ployees or refusing access to them for 
the purpose of pulling the wires 
though the conduits to the tenants’ 
apartment and installing the telephone 
instrument. 

This Commission has no jurisdic- 
tion to restrain the landlord nor to 
compel the telephone company to incur 
an action for trespass but it believes 
it is the duty of the New York Tele- 
phone Company to proceed promptly 
to have its rights as a public utility to 
install facilities to its applicants for 
service passed upon by the proper 
court. 

Upon the facts here presented it 
appears that these tenants have cer- 
tain rights and only the proper court 
can decide whether the threat of a 
building strike by Union No. 3 has 
abrogated those rights. 

The telephone company should no- 
tify the Commission within ten days 
after the receipt of this memorandum 
whether it will proceed promptly in 
court to seek a determination of its 
tights to install these services under 
the applications filed.* 





* See post, p. 188. 
{12] 
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Ma ttsi£, Chairman: The record 
in this proceeding is lacking in several 
important respects and no briefs have 
been submitted upon the legal points 
involved although there are important 
questions of law. Taking the record 
as it stands, the facts seem to be as 
follows: 

The Metropolitan Life Insurance 
Company is constructing an extensive 
real estate development in the borough 
of the Bronx. The whole project has 
not been completed, but several apart- 
ment houses have been made ready for 
occupancy and a considerable number 
of apartments have been leased and 
are now being occupied. So far as 
these buildings are concerned, the con- 
tractor has finished his work and 
turned the buildings over to the insur- 
ance company which is now operating 
them through a subsidiary. 


Many of the tenants have applied to 
the New York Telephone Company 
for telephone service and that com- 
pany is ready to install the necessary 
ducts, wires, and equipment which it 
owns and will continue to own and 
maintain according to its general prac- 
tice. The telephone company has of- 
fered to make these installations but 
has been told by the representatives of 
the Metropolitan Life Insurance Com- 
pany that it will not be allowed to do 
so unless it employs directly or 
through a contractor persons who are 
members of Local No. 3 of the Inter- 
national Brotherhood of Electrical 
Workers. The telephone company de- 
sires to perform the work with its own 
employees who are regularly employed 
for this sort of work. They are mem- 
bers of another union which is recog- 
nized by the National Labor Relations 
Board. The New York Telephone 
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Company maintains that the refusal of 
the landlord to allow it to use its own 
employees and the insistence that mem- 
bers of an outside union be employed 
is arbitrary, unjust, and possibly il- 
legal. 

The landlord claims apparently that 
its position is justified having been in- 
formed by Local No. 3 that if the 
New York Telephone Company is al- 
lowed to install its equipment with its 
own employees a strike will be called 
and all of the members of the Inter- 
national Brotherhood of Electrical 
Workers who are employed upon this 
large project will walk out. 

The telephone company replies that 
its relations with the unions of its 
own employees have been satisfactory, 
that these relations should not be dis- 
turbed and that if they are not allowed 
to perform the work, a strike may be 
called which would seriously disrupt 
telephone service generally. 

In a few instances where applicants 
for service have established that fail- 
ure to obtain telephone service would 
be most serious, even endangering the 
health and life of some of the tenants, 
the telephone company did install the 
equipment after having advised the 
landlord that if it was prevented from 
installing telephones under such cir- 
cumstances, the insurance company 
must be responsible for whatever hap- 
pened. Apparently, neither the insur- 
ance company nor Local No. 3 dared 
to interfere with the telephone com- 
pany under such circumstances. 

The question before the Commission 
is—What action, if any, should be 
taken by the Commission? 

Commissioner Lunn recommends 
that an order be adopted requiring the 
New York Telephone Company to pro- 
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ceed forthwith to install telephone 
service regardless of the attitude of 
the insurance company as the land. 
lord. Regarding this proposal, there 
are several important facts which, in 
my opinion, have been overlooked. 

In the first place, if the New York 
Telephone Company has a legal ob- 
ligation to provide service regardless 
of the attitude of the landlord, that 
obligation is imposed by statute and 
decisions of the courts. It does not 
depend upon any order which this 
Commission is authorized to issue, 
The Commission cannot add to this 
obligation nor can it remove or dimin- 
ish it. Any order which we would 
pass attempting to declare what is the 
duty of the New York Telephone 
Company under the circumstances 
would, therefore, be unnecessary and 
a futile gesture or an attempt to de- 
termine legal questions which are re- 
served for the courts. 

In the second place, the telephone 
company has the following provision 
in its rate schedule which has been 
duly established according to law: 


“5. Obligation of telephone company. 
“The company’s obligation to fur- 
nish facilities or service is dependent 
upon its ability to secure and retain, 
and without unreasonable expense, 
suitable facilities and rights for the 
construction and maintenance of the 
necessary circuits and equipment.” 
The courts have held that a rate 
schedule duly established as provided 
for by law must be followed and de- 
partures therefrom are not permissible. 
If the provisions of a rate schedule are 
to be changed, they must be changed 
as provided for by law, namely; by 
the company itself or by the Public 
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Service Commission under procedures 
established by the Public Service Law 
for each method. But as long as a 
schedule legally established remains 
unchanged, it must be followed. There 
are no facts of record that indicate in 
any way that this provision of the 
rate schedule is unreasonable. 

In the third place, it is quite ap- 
parent that the New York Telephone 
Company has had at no time any in- 
dication from this Commission that it 
was considering the reasonableness of 
the provision quoted above or consid- 
ering a modification thereof. It is 
true that the New York Telephone 
Company can obtain “rights for the 
construction and maintenance of the 
necessary circuits and equipment” ; but 
in order to do so, it must abandon its 
| daim that it has the right to install 
its own property with. its own employ- 
ees and use, directly or indirectly, the 


| employees of another union. 
Personally, I do not believe that the 

position of the New York Telephone 

Company is unfair, unjust, or unrea- 


sonable. There is no claim that the 
employees of the New York Tele- 
| phone Company are not competent to 
perform their work and if there were 
any such claim or if any damage or in- 
jury were done by such employees, the 
| New York Telephone Company would 
be responsible and fully able to meet 
such responsibility. 

It would seem from the record that 
the insurance company has solicited 
tenants and has signed agreements 
knowing the situation and fully aware 
of its own position and of the fact that 
the New York Telephone Company 
insisted upon its right to select its own 
employees and ‘determine who should 
install its own property. It may be 
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that a landlord has the right to de- 
termine who shall install telephone 
equipment in its buildings and it may 
be that when the landlord signed leases 
it gave the tenants the right to have 
the New York Telephone Company 
install telephone equipment even 
though in so doing it had access to and 
used the property of the landlord 
which is not covered specifically by the 
lease. 

It is obvious that there are several 
legal questions involved and that the 
record as it now stands is lacking in 
certain essential facts in relation to 
the rights of the respective parties; 
but more important than all is the fact 
that the Public Service Commission 
has not been authorized to adjudicate 
the issues between the New York 
Telephone Company, the landlord, and 
the tenants—to decide what rights each 
has and whether the landlord can rea- 
sonably refuse to allow the New York 
Telephone Company to install tele- 
phone equipment for telephone service 
for its tenants unless it employs the 
members of a designated union. 

There is one further point. When 
the Public Service Commissions Law 
was being drafted in 1906 and 1907, 
there was considerable discussion over 
whether the two Commissions then 
contemplated should be authorized to 
pass upon labor matters. Those pur- 
porting to represent labor at that time 
objected to any such powers being con- 
ferred and it was decided that author- 
ity over labor matters should not be 
given to the Public Service Commis- 
sions. The law which became effec- 
tive July 1, 1907, was to that effect 
and in the many investigations, revi- 
sions, and extensions of the Public 
Service Law in nearly thirty-four 
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years, there has never been any at- 
tempt or even a proposal that the Com- 
mission’s jurisdiction should be ex- 
tended in this direction. Other bodies 
have been created, state and Federal, 
to deal with labor matters and their 
duties and functions have been pre- 
scribed by law. 

It is suggested that fundamentally 
the question here involved is whether 
one union or another union should do 
certain work and that there is no au- 
thority to decide such a question. Ap- 
parently, notwithstanding all the leg- 
islation, state and Federal, which has 
been enacted, there is no provision for 
deciding a dispute between two unions 
as to which should do a specific class 
of work, with the result that the public 
has been seriously inconvenienced and 
in some cases injured by an interne- 
cine war where no duly established au- 
thority had the power to make a deci- 
sion. But this fact does not justify 
the Commission in any attempt to de- 
cide the issue. There is no proper 
basis for an order of this Commission 
virtually directing the New York 
Telephone Company to employ Local 
No. 3 when it has employees fully 
competent to do the work. 

In my opinion, the questions here 
involved are primarily legal; they 
should be decided by the courts which 
have been established for the express 
purpose of deciding legal questions; 
the Commission has not been given 
authority to decide labor questions; 
and the issuance of an order which 
would attempt to determine the points 
in dispute would be unwarranted and 
an assumption of jurisdiction in a field 
which was definitely and distinctly 
closed to the Commission in 1907 and 
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has remained closed for over thirty 
years. 


Lunn, Commissioner: The above 
entitled proceeding was instituted on 
motion of the Commission on Decen- 
ber 18, 1940, after many complaints 
had been received as to the failure of 
the New York Telephone Company to 
install and maintain telephone service 
to persons applying for such service 
in the Parkchester Apartments, Bronx, 
New York city. A public hearing was 
held in this proceeding before me at 
the State Office Building, New York 
city, on January 2, 1941, and the pro- 
ceeding closed. 

Several of the applicants for service 
appeared at the hearing and testified. 
Such testimony, generally speaking, 
was to the effect that service had been 
applied for and refused and explained 
why the various applicants urgently 
needed telephone service. Examples 
were cited of situations where it was 
necessary to obtain immediate medical 
assistance and of the delays which oc- 
curred in obtaining such aid because 
of the fact that the telephone company 
had failed to provide telephone service. 
An applicant testified that he had 
charge of a building in New York 
city and that it was imperative at this 
time of the year that he be able to be 
reached immediately in case of emer- 
gency such as failure of the oil burner 
in the building or in the case of a fire 
where the Automatic Fire Alarm 
Company had to reach him. He cited 
an instance where a fire had occurred 
and where it had taken over an hour 
for him to be reached by telegram. 
He also testified that he had relatives 
who were very ill and it was, there- 
fore, necessary that he be able to be 
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reached by them by telephone in the 
event of an emergency. 

Another witness cited a case where 
achild had received a first degree burn 
on his eye and hands and it had taken 
three-quarters of an hour in order to 
get a connection with a doctor. 

Another applicant testified that he 
was a traveling passenger agent for 
the Baltimore & Ohio Railroad and 
the nature of his work required that 
he be on the road at least five days a 
week. He stated that his mother re- 
sided with him and that she had ab- 
solutely no contact with the outside 
world while he was away and in the 
event of emergency, she had absolute- 
ly no way of getting in touch with 
anyone, unless the telephone service 
which had been applied for were to be 
provided. 

Other examples could be cited from 
the testimony given at the hearing as 
to the necessity for residents of the 
Parkchester development receiving the 
telephone service they have applied for 
but it is unnecessary to do so since 
enough has been shown to demonstrate 
that telephone service must be supplied 
without delay if there is any way that 
this may legally be accomplished. 

The telephone company concedes 
that service had been applied for and 
denied to 559 applicants as of Janu- 
ary 2, 1941. The excuse given by the 
company for the failure on its part to 
provide service to applicants located in 
this Parkchester development is that 
there exists a labor dispute between 
members of Local 3 International 
Brotherhood of Electrical Workers 
and the United Telephone Organiza- 
tion of Employees of the New York 
Telephone Company over the right to 
perform the telephone work necessary 
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to furnish telephone service to the 
many tenants of the Parkchester hous- 
ing development of the Metropolitan 
Life Insurance Company. It is 
claimed by the telephone company that 

“If the telephone workers do the 
work, the completion of the housing 
development may be delayed by strike 
of Local 3, supported by the organized 
building trades. If members of Local 
3 do the work, a refusal by telephone 
workers to connect the telephone in- 
struments might follow. 

“The telephone company sympa- 
thizes with the aims of its employees 
in this matter believing, as they con- 
tend, that they are entitled to perform 
telephone work and that such perform- 
ance strengthens the company in car- 
rying out its paramount responsibility 
to the public. 

“The insurance company on the oth- 
er hand, for fear of a stoppage of con- 
struction work, refuses to permit tele- 
phone installations contrary to the de- 
mands of Local 3.” 

It was further stated by the com- 


pany: 

*; it is indisputable that cer- 
tain tenants at Parkchester, who de- 
sire to obtain telephone service, are not 
receiving such service because the wir- 
ing and instruments for such service 
have not been installed. On the other 
hand, it is equally indisputable that the 
New York Telephone Company is, and 
at all times has been, ready to make 
the necessary installations covering all 
proper applications for telephone serv- 
ice in this development, but has been 
prevented from so doing by orders of 
the owner, which forbid the company 
from entering the premises for such 
purposes. If, as, and when the owner 
permits the telephone company so to 
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do, the necessary installations will be 
promptly made. 

“The company recognizes its ob- 
ligation to render service to the public, 
but submits that in order to acquit it- 
self of that obligation, it must not be 
restricted in the exercise of its man- 
agerial judgment as to the ways and 
means it shall employ to serve the 
public.” 

The question to be determined in 
this proceeding is whether the reasons 
thus advanced by the telephone com- 
pany are sufficient to excuse it from 
performing its common law and statu- 
tory duty to provide telephone service 
to all persons applying therefor who 
are willing to comply with the rules 
and regulations under which service is 
furnished. 

The only provisions of the com- 
pany’s tariff which may be said to 
bear upon the present controversy are 
PSC—NY—No. 400, § 2, Fourth Re- 
vised Sheet 1—(subparagraphs 5 and 
9): 


“5. Obligation of telephone company. 
“The company’s obligation to fur- 
nish facilities or service is dependent 
upon its ability to secure and retain, 
and without unreasonable expense, 
suitable facilities and rights for the 
construction and maintenance of the 
necessary circuits and equipment.” 


“9. Access to subscribers’ premises. 

“For the purpose of inspecting, re- 
pairing, or removing any part of its 
facilities on the premises of the sub- 
scriber or of making collections where 
coin box service is provided, the com- 
pany and its employees may have ac- 
cess thereto at any reasonable hour.” 

In failing to provide service to the 
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applicants located in this Parkchester 
development, the telephone company 
relies upon the fact that the owner of 
the development, the Metropolitan 
Life Insurance Company, has refused 
to permit employees of the telephone 
company to have access to the build- 
ings of the Parkchester development 
to install cables necessary to provide 
telephone service. It is to be noted, 
however, that the refusal on the part 
of the Metropolitan Life Insurance 
Company to permit access to the build- 
ings for the purpose of installing the 
equipment necessary to provide tele- 
phone service to its tenants is only op- 
erative in the event that the telephone 
company insists upon the work being 
done by employees directly upon the 
payroll of the telephone company. The 
owner of the premises has no objec- 
tion to the work being performed by 
members of Local 3. Here we have 
a situation where the Metropolitan 
Life Insurance Company will inter- 
pose no objection if the New York 
Telephone Company has the work per- 
formed by members of Local, 3, but 
they refuse to allow the New York 
Telephone Company to do the work, 
which is telephone work, by its own 
employees. 

Several of the tenants in the develop- 
ment were questioned as to whether 
their leases with the owner of the de- 
velopment contained any provisions 
relative to telephone service and all of 
them testified that their leases did not 
refer in any way to telephone service. 
Under such circumstances, it must be 
presumed that it was intended by the 
owner and the tenants that the latter 
would be permitted to receive tele- 
phone service if they desired same and 
that access would be permitted to the 
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buildings in which they lived in order 
to provide such service. 

It is customary for tenants in such 
development to have telephone service 
and if the present labor dispute had 
not arisen it is clear that the owner 
would not have objected to permitting 
the portions of the buildings not oc- 
cupied by the tenants to be used for 
the purpose of stringing the cables 
and wires necessary in order to pro- 
vide telephone service to the tenants. 
In each instance, where they were ques- 
tioned upon the subject the tenants 
testified that they were not notified by 
the owner that they were to be de- 
prived of telephone service at the time 
they executed their leases. That it 
was intended by the owner that tele- 
phone service was to be available to its 
tenants is apparent from the fact that 
conduits to accommodate the cables 
necessary to provide such service were 
installed by the owner when the build- 
ings were constructed. Surely the 
owner of the buildings would not con- 
tend that the conduits to accommodate 
the cables necessary for telephone serv- 
ice were installed as playthings for 
children. The use of these conduits 
for telephone wires is so self-evident 
that argument should be unnecessary. 
Any other contention simply does not 
make sense. In Commissioner Brew- 
ster’s memorandum submitted in the 
instant case is the following statement 
with which I am in entire agreement : 

“After completion of the building 
or after it was sufficiently progressed 
to permit, the landlord invited leases 
and entered into leases with many ten- 
ants. Prior to entering into these 
leases the landlord had the sole and ab- 
solute right to refuse access to the 
telephone company but in making 
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these leases the landlord parted with 
some of his rights and transferred 
them to the tenants. Unless other- 
wise specifically prohibited under the 
lease, tenants are entitled to much 
more than mere possession and enjoy- 
ment of the separate apartments and 
general use of the halls for access and 
egress. They are entitled to use of 
the facilities and service adjuncts of 
the building which they had the right 
to anticipate when they leased. These 
rights include the use of the telephone 
conduit running to the tenant’s apart- 
ment. The landlord could have re- 
served the right of use of the tele- 
phone conduits and the rights to in- 
stall telephones but apparently did not 
do so and permitted the tenants to en- 
ter into leases without knowledge of 
the controversy as to installing the 
phones. At least there is nothing in 
the record to indicate any knowledge 
on the part of the tenants that such 
telephone service could not be sup- 
plied.” 

There is little room for argument 
that if the owner of these several 
buildings had notified his prospective 
tenants that they could secure no tele- 
phone service, many of them would 
have refused to sign a lease. 

Here we have over 500 prospective 
users of telephone service who have 
made application for that service and 
are unable to secure the same by rea- 
son of a dispute between two unions 
both recognized by the National Labor 
Relations Board. The tenants are in 
no way responsible for this controver- 
sy. While this dispute as between two 
unions is not a matter for determina- 
tion by this Commission, it being en- 
tirely outside our jurisdiction, we are 
not, however, relieved from the obliga- 
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tion to protect, so far as we are able, 
the rights of telephone applicants who 
have fulfilled the regulations essential 
to receiving such service. It appears 
that the refusal on the part of the own- 
er, which is relied upon, is an illegal 
refusal in that the tenants of these 
respective buildings are legally entitled 
to use the premises (a portion of which 
is leased to them) in such a manner so 
as to avail themselves of the benefits 
of a public utility service where there 
is no provision in the lease prohibiting 
such use. The New York Telephone 
Company may not insist on “the exer- 
cise of its managerial judgment as to 
the ways and means it shall employ to 
serve the public” in such an arbitrary 
way and to the extent that the public 
is deprived thereby of a service which 
it otherwise is legally entitled to re- 
ceive. The New York Telephone 


Company is not without its remedy in 


the fulfillment of its obligation to the 
public. Where the company meets in- 
terference from any source while it is 
seeking to provide telephone service to 
persons who have applied therefor, it 
can seek the protection of the court 
against such interference. From all 
the facts in this proceeding, it is my 
opinion and I so find that the New 
York Telephone Company is not justi- 
fied in failing to provide telephone 
service to persons residing in the Park- 
chester development who have made 
the proper application for such service. 

I, therefore, recommend that an or- 
der should be made herein requiring 
the New York Telephone Company 
forthwith to proceed to install and 
maintain telephone service to the ap- 
plicants of the Parkchester Apart- 
ments who have made the proper ap- 
plication. 


Van NAMEE, Commissioner: Park. 
chester Apartments situated at 18lst 
street and East Bronx in the city of 
New York is a large housing develop. 
ment financed by the Metropolitan Life 
Insurance Company. It consists of a 
large number of individual buildings 
and when completed will contain 
apartments sufficient to house 12,000 
families. The construction is being 
done under contract with independent 
contractors. As construction of sep- 
arate units was completed, the agents 
for the owners interviewed prospec- 
tive tenants and leases were signed 
and individual apartments occupied as 
soon as a certificate of occupancy for 
the completed building was obtained 
from the city. It is reported that sev- 
eral thousand persons are now living 
in the presently completed buildings. 

A number of the tenants applied for 
telephone service and such service has 
not been furnished by the telephone 
company. Complaints made to the 
Commission resulted in an_ order 
adopted December 18, 1940, for an in- 
vestigation on motion of the Com- 
mission. A public hearing was held 
before Commissioner Lunn in the 
State Office Building in the city of 
New York on January 2, 1941, and 
the proceeding closed. 


The refusal of the telephone com- 
pany to furnish service arises out of 
circumstances in connection with a 
dispute between labor unions as to 
which of the unions is entitled to do 
the work of installing telephones in 
these premises. The electrical work 
during the construction of the build- 
ings was done by members of Local 
3 International Brotherhood of Elec- 
trical Workers employed by the con- 
tractors who have the contract for the 
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construction of all of the work of the 
buildings. This work includes the con- 
struction and installation of all ducts 
and conduits in the various buildings 
through which telephone cable and 
wire could be introduced to each 
apartment in the building. Connec- 
tions with telephone instruments must 
then be made in each apartment where 
telephone service is requested by the 
individual tenant. The telephone com- 
pany, upon receipt of applications for 
service in buildings for which a cer- 
tificate of occupancy has been ob- 
tained, applied to the owners, the Met- 
ropolitan Life Insurance Company, 
for permission to enter the premises 
and to install telephones in the various 
apartments in the several buildings 
which had been completed. The own- 
ers refused such consent unless the 
work was done until completion of the 
whole construction contract by the 
members of Local 3 International 
Brotherhood of Electrical Workers. 
Several of the applicants for service 
appeared at the hearing and testified. 
Examples were cited of situations 
where it was necessary to obtain im- 
mediate medical assistance and of de- 
lays in obtaining such aid because the 
telephone company failed to provide 
telephone service and of other condi- 
tions which made the availability of a 
telephone important and necessary to 
the tenant. 


Position of the New York Telephone 
Company 


The telephone company stated that 
service had been applied for and de- 
nied to 559 applicants as of January 
2, 1941. The telephone company gave 
as a reason for its failure to provide 
service that there exists a labor dis- 
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pute between members of Local 3 In- 
ternational Brotherhood of Electrical 
Workers and the United Telephone 
Organization of Employees of the 
New York Telephone Company for 
the right to perform the telephone 
work necessary to furnish telephone 
service to the many tenants of the 
Parkchester housing development. It 
is claimed by the telephone company 
that: 

“Tf the telephone workers do the 
work, the completion of the housing 
development may be delayed by strike 
of Local 3, supported by the organized 
building trades. If members of Lo- 
cal 3 do the work, a refusal by tele- 
phone workers to connect the telephone 
instruments might follow. 

“The telephone company sympa- 
thizes with the aims of its employees 
in this matter, believing as they con- 
tend, that they are entitled to perform 
telephone work and that such perform- 
ance strengthens the company in car- 
rying out its paramount responsibil- 
ity to the public. 

“The insurance company, on the 
other hand, for fear of a stoppage of 
construction work, refused to permit 
telephone installations ; contrary to the 
demands of Local 3.” 

It was further stated by the com- 
pany: 

a it is indisputable that cer- 
tain tenants at Parkchester, who de- 
sire to obtain telephone service, are not 
receiving such service because the 
wiring and instruments for such serv- 
ice have not been installed. On the 
other hand, it is equally indisputable 
that the New York Telephone Com- 
pany is, and at all times has been, ready 
to make the necessary installations cov- 
ering all proper applications for tele- 


37 PUR(NS) 





NEW YORK DEPARTMENT OF PUBLIC SERVICE 


phone service in this development, but 
has been prevented from so doing by 
orders of the owner, which forbids the 
company from entering the premises 
for such purposes. If, as, and when 
the owner permits the telephone com- 
pany so to do, the necessary installa- 
tions will be promptly made. 


“The company recognizes its obli- 
gation to render service to the public, 
but submits that in order to acquit it- 
self of that obligation, it must not be 
restricted in the exercise of its manage- 
rial judgment as to the ways and means 
it shall employ to serve the public.” 


Position of Local 3 International 
Brotherhood of Electrical Workers 


Representatives of this union ap- 
peared at the hearing and claimed that 
it was their right to install all tele- 
phone connections in the Parkchester 
Apartments during the construction 
period thereof and claimed that the 
fact that some of the separate units of 
the development were completed and 
occupied did not place this union out- 
side of the general rule which the un- 
ion claimed was that until all of the 
units were completed, the project and 
contract were still under construction 
and that, therefore, the telephone com- 
pany did not have the right to install 
telephone service by members of the 
United Telephone Organization of 
Employees of the New York Tele- 
phone Company at the present time. 


Position of the Metropolitan Life 
Insurance Company, Owner 
The Metropolitan Life Insurance 
Company’s position is that it refuses 
to allow entrance by the telephone com- 
pany for installation by its own em- 


ployees for the fear that such action 
on its part would precipitate a strike 
by the electrical workers now working 
on the completion of the other units of 
the development and might lead to a 
general strike, thus delaying the con- 
struction and resulting in costly delays 
in the completion of all of the build- 
ings. The company has agreed to re- 
lease any of the tenants involved from 
their leases if such tenants so desire. 


Summary 


The question to be here decidéd is 
whether the reasons advanced by the 
telephone company for its refusal to 
perform its common law and statutory 
duty to provide telephone service to all 
persons applying therefor justify such 
refusal. 

The Company relies upon the provi- 
sions of its filed tariff (which it claims 
applies to the present situation) known 
as P.S.C.-N.Y. No. 400, § 2, Fourth 
Revised Sheet 1—(subparagraphs 5 
and 9): 


“5. Obligation of Telephone Company 
“The company’s obligation to fur- 
nish facilities or service is dependent 
upon its ability to secure and retain, 
and without unreasonable expense, 
suitable facilities and rights for the 
construction and maintenance of the 
necessary circuits and equipment.” 


“9. Access to subscribers’ premises 
“For the purpose of inspecting, re- 
pairing, or removing any part of its 
facilities on the premises of the sub- 
scriber or of making collections where 
coin box service is provided, the com- 
pany and its employees may have ac- 
cess thereto at any reasonable hour.” 
Paragraph 9 has no application in 
this instance as it applies to conditions 
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existing after telephones have been in- 
stalled. 

Efforts have been made to adjust 
the differences between the two un- 
ions, but up to the present time no defi- 
nite progress has been made. Both 
unions insist, under the circumstances, 
in their rights to do the installation of 
the telephones requested. All parties 
to the controversy seem to be in posi- 
tions from which it seems impossible 
for them to retreat. It is understand- 
able that the Metropolitan Life Insur- 
ance Company, the owner, is unwilling 
to give permission to the telephone 
company to install the equipment with 
its employees and thus precipitate a 
controversy which might result in 
strikes which would delay the comple- 
tion of the rest of the project. While 
the completed buildings have in them 
ducts for telephone cables, there is 
nothing in the leases with the tenants 
by which the company agrees to fur- 
nish or make possible telephone serv- 
ice. The lease speaks of the obliga- 
tion of the owner to furnish electric- 
ity, gas, hot and cold water, and ele- 
vator service, but no mention is made 
of telephone service. 

It is understandable that the New 
York Telephone Company would de- 
sire its own employees to perform the 
work of installing its own service and 
it is also understandable that the teie- 
phone company does not desire to pre- 
cipitate a strike among its own work- 
ers by allowing this work to be done 
by members of Local 3. 

Local 3’s position is also under- 
standable because members of that un- 
ion desire to establish the precedent 
that any work involving the installa- 
tion of telephones in large housing de- 
velopments, similar to the Parkchester 
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Apartments, which involves construc- 
tion of a large number of separate un- 
its must be done by members of their 
union until all of the buildings in the 
development are completed and have 
received certificates of occupancy. 

No court or tribunal is known by 
which the dispute between the two un- 
ions can be decided and a decision en- 
forced; certainly the Public Service 
Commission has no such jurisdiction 
and power. This Commission has 
never been given jurisdiction over la- 
bor disputes. It will be at least three 
or four months before all of the build- 
ings are completed and ready for oc- 
cupancy. Even if legal proceedings 
should be instituted by the telephone 
company to enjoin the owners and the 
members of Local 3 from interfering 
with the work of the telephone com- 
pany employees in installing the re- 
quested telephones, such proceedings, 
in all probability, could not be deter- 
mined before the completion of the 
buildings and even if such proceeding 
could be successfully maintained there 
is a very grave chance that it would re- 
sult in delay in such completion. It 
may be that such a proceeding might 
be maintained by one of the tenants 
who has requested telephone service 
against the owners and the New York 
Telephone Company, but such a pro- 
ceeding is not within the jurisdiction 
of this Commission. 


The owner knew of the controversy 
between the two unions before and at 
the time it made leases with the vari- 
ous tenants who are now demanding 


telephone service. Whether the exist- 
ence of such a dispute was made known 
to prospective tenants at the time of 
making of a lease does not appear 
from the record. 
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Conclusion issuance of an order to the telephone 


Under the circumstances as outlined, CO™Pany to furnish service at this 


and in view of the probable conse- time. It is determined that the refusa| 


quences of an attempt by the telephone f the telephone company to furnish 
company to install such service either S¢TVIC€ 1S, under all the circumstances, 
by its own employees or by Local 3, it fair, just, and reasonable under the 
would seem that the telephone com- tetms of its filed tariff. 
pany is justified in relying upon the Nore rrom Minutes oF FEBRUARY 
provisions of subparagraph 5 which 6. 1941 


states : . 
Motion duly made and _ seconded 


“5. Obligation of telephone company that the New York Telephone Com- 

“The company’s obligation to fur- Pany. be asked to notify the Public 
nish facilities or service is dependent Service Commission within ten days 
upon its ability to secure and retain, Whether it will proceed in court to seek 
and without unreasonable expense, 2 determination of its rights to install 
suitable facilities and rights for the telephone service to tenants in the 
construction and maintenance of the Parkchester Apartments in the bor- 
necessary circuits and equipment.” ough of the Bronx. 

It is unfortunate that the individual Chairman Maltbie: Aye, filing he 
tenants already domiciled in the Park- memorandum as to his position in this 
chester Apartments are thus deprived ™atter. 
of telephone service for a considerable Commissioner Van Namee: No, 
period. They may cancel their leases With memorandum. 
and, as already indicated, it seems Commissioner Lunn: Aye. 
probable that they have a remedy Commissioner Brewster: Aye, fil- 
at law. Consideration of public wel- ing a memorandum. 
fare and public interest precludes the Commissioner Burritt: Aye. 








WISCONSIN PUBLIC SERVICE COMMISSION 
La Crosse Telephone Corporation 


Village of BSeudaows 


[2-U-1648. ] 


Construction and equipment, § 5 — Telephone line construction — Removal of 
poles. 


An ordinance directing a telephone company to remove all its poles and 
wires from a certain street is unreasonable in so far as it directs the re- 
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LA CROSSE TELEPHONE CORP. v. VILLAGE OF READSTOWN 


moval of the poles and wires from a parkway between the sidewalk and 
the curb on a portion of the street. 


(Nixon, Commissioner, concurs in separate opinion.) 


[November 12, 1940.] 


_— for order declaring unreasonable an ordinance 
directing telephone company to remove all its poles and 
wires from a certain street; granted. 


APPEARANCES: For the complain- 
ant: La Crosse Telephone Corpora- 
tion, by C. E. Blake, Attorney, Madi- 
son, E. B. Samp, Vice President, and 
W. D. Burke, Engineer; for the re- 
spondent: Village of Readstown, by J. 
Willard Hall, President, Sam Asper- 
heim, E. L. Seely, Alfred Danielson, 
and Harold Clements, Members of 
Village Council; Of the Commission 
staff: C. B. Hayden, Engineering De- 
partment, and K. J. Jackson, Rates 
and Research Department. 

Mr. Hall and the members of the vil- 
lage board also appeared as village 
property owners. 


By the Commisston: On Septem- 
F ber 11, 1940, the La Crosse Telephone 
Corporation filed with the Commis- 
sion this complaint asking for an or- 
der declaring unreasonable a resolu- 
tion of the village of Readstown, Ver- 
non county, directing the complainant 
to remove all its poles and wires from 
Viola road in the village of Readstown. 
The action is brought under § 196.58 
(4) which provides: “Upon com- 
plaint made by such public utility . . . 
the Commission shall set a hearing and 
if it shall find such contract, ordi- 
nance, or resolution to be unreason- 
able such contract, ordinance, or res- 
olution shall be void.” 


On July 23, 1940, the Readstown 
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village board passed a resolution direct- 
ing the La Crosse Telephone Corpo- 
ration, which operates the telephone 
utility in the village, to remove all its 
telephone poles located within the cor- 
porate limits of the village of Reads- 
town now situated on the road known 
as Viola road, within thirty days of the 
effective date of the resolution. 

Viola road is the main business 
street of the village of Readstown and 
runs north from highway 14 to the 
northern boundary of the village. Ap- 
proximately two blocks of the street, 
namely, between Main street and 
Charles street, is the business section 
of the community and there is no space 
between the sidewalk and the curb. 
The street is a state trunk highway 
and some improvements were made up- 
on it within the past few months. 

The poles of the complainant com- 
pany within these two blocks are in the 
traveled portion of the street, outside 
of the gutter. There are eight such 
poles in the 865 feet from the intersec- 
tion of East Main street and Viola 
road, to the intersection of Viola 
road and Charles street. They are 25- 
foot poles carrying a cable. The ex- 
change of the company is located one- 
half block north of Charles street on 
the west side of Viola road. 

For the remainder of the distance on 
Viola road from Charles street to Win- 
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ter street, the poles are located between 
the curb and the sidewalk and carry 
open wire. 

The complainant maintains that to 
conform to the provisions of the ordi- 
nance would require an expenditure of 
$2,200 for the building of the line and 
an additional $500 for service drops to 
serve the present subscribers, making 
a total of $2,700. To be deducted 
from this expenditure are amounts of 
$746 of retirements and $97 of sal- 
vage, leaving a net cost to the com- 
plainant, in complying with the ordi- 
nance, of $1,855. 

The Readstown exchange of the 
complainant is small, serving thirty- 
eight urban subscribers in a total of 76 
stations, inclusive of the rural and 
switched stations. The complainant 
maintains that in 1937 it expended 
$1,860 for replacement and rehabilita- 
tion of its Readstown plant. Its books 
show that the annual revenue from its 
thirty-eight urban subscribers amounts 
to but $702 and also that in 1935 it 
failed to obtain operating income by 
$365.16; in 1936 it had operating in- 
come of $59.51; in 1937 it was $608.- 
60 short of operating income; in 1938 
it was $107.11 short; and in 1939 op- 
erating income was $13.83. 

Complainant testified that it had 
agreed with the village officials to re- 
move its aerial cable on Viola road be- 
tween Main and Charles streets to a 
new location west of Viola road on 
Railroad street. This proposal would 
cost the company $1,050 and with the 
additional cost of necessary service 
drops would total $1,320, with credit 
of $437 for salvage and retirements, 
leaving a net cost of $863. The esti- 
mates of cost for both the complain- 
ant’s offer and compliance with the 
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resolution are exclusive of cost of right 
of way and tree trimming. 

Photographs submitted in evidence 
show that the eight poles of the com. 
pany between Charles and Main streets 
on Viola road unquestionably create a 
traffic hazard as well as being unsight- 
ly. 
On behalf of the respondent village, 
testimony was offered to the effect that 
the village as a public electric utility, 
in an effort to beautify its main street, 
had removed all its poles to the street, 
one block east of Viola road. It is on 
that street, known as Maiben street, 
that it would have the complainant 
place its telephone poles. Complain- 
ant testified that in its judgment build- 
ing along that street was not feasible. 

Another reason back of the desire to 
have the poles removed from Charles 
street to Winter street, is the fact that 
the village now has some WPA funds 
available for the relocation of side- 
walks and it plans to lower the grade 
when new walks are constructed. The 
village maintains that the poles are 
still in the street even though not in 
the traveled portion. 

We are called upon to pass upon the 
reasonableness of the ordinance. It 1s 
not the Commission’s function to leg- 
islate for the village by indicating to 
it that but a portion of the ordinance 
covering the territory is unreasonable. 
But because the ordinance directs the 
complainant to remove its poles from 
the parkway between the sidewalk and 
the curb on that portion of Viola road 
between Charles street and Winter 
street, it becomes necessary for us to 
find the ordinance unreasonable. We 
can conceive of no reason why a change 
of grade for the latter portion of Viola 
road could not be made without the 
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necessity of removal of the pole line. 
The company is under obligation, 
should the grade be lowered, to so reset 
its poles as to conform with require- 
ments of the electrical code. In other 
words, if the lowering of the grade by 
2 feet leaves the poles in an unsafe 
condition the company is under obli- 
gation to reset them. 


Finding 


In compliance with statutory direc- 
tion, the Commission finds that the or- 
dinance of the village board of the vil- 
lage of Readstown, Vernon county, 
dated July 23, 1940, is unreasonable. 


Nixon, Commissioner, concurring: 
Section 180.17 (2), Statutes, provides: 
“But no such line or system or any ap- 
purtenance thereto shall at any time 
obstruct or incommode the public use 
of any highway, bridge, stream, or 
body of water.” It is the duty of the 
utility to remove its poles on Viola 
road between Charles and Main streets 
because they obstruct and incommode 
| the use of the street. No ordinance is 
necessary. The statute itself prohibits 
| the continuance of these poles in the 
street. 

With respect to that part of the ordi- 
} nance which requires the utility to re- 
| move its poles from the parkway be- 
» tween the curb and sidewalk, a dif- 


ferent situation arises. The testimony 
shows that the village desires to re- 
grade the sidewalks and parkway and 
beautify the street. These are the rea- 
sons which prompted the village to de- 
mand the removal of the poles from 
the parkway. A careful investigation 
of the law indicates that utilities may 
not be required to remove their facil- 
ities from the streets for purely aes- 
thetic purposes without just compensa- 
tion. McQuillin Municipal Corpora- 
tions (1928) Vol. 3, page 80. They 
may be required to remove or reset the 
poles, if necessary, to enable the mu- 
nicipality to regrade sidewalks and 
parkway, but in this case the evidence 
does not show whether such change of 
grade requires the removal rather than 
a mere resetting of the utility’s poles. 
Clearly the utility can be required to 
reset its poles if necessary to enable the 
village to regrade the parkway but may 
not be required to remove them unless 
that is necessary in order to permit the 
grading to be done. However, it would 
seem the part of good management for 
the utility to remove all of its poles 
from Viola street when the grading is 
done, since it must remove them for 
two blocks and reset the balance in any 
event. 

In view of the court decisions, I 
concur in the conclusion that the ordi- 
nance is invalid. 





CALIFORNIA RAILROAD COMMISSION 


Re Cathedral City Water Company 


[Decision No. 33748, Application No. 23244.] 


Security issues, § 93 — Notes for refunding — Relation to investment. 
An application to refund demand notes, issued to obtain funds for the ex- 
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tension and improvement of property, by issuing 5-year notes should he 
denied when the face amount of the notes would be in excess of net jp. 
vestment in fixed capital even though the demand notes were valid and 
were legally issued without authorization by the Commission. 


[December 21, 1940.] 


APPLICATION for permission to issue notes for a term greater 


than one year; denied. 


By the Commission: Cathedral 
City Water Company asks permission 
to issue to Cathedral City Develop- 
ment Company a 5-year 6 per cent un- 
secured note or notes for $14,500 for 
the purpose of refunding demand notes 
having an aggregate face value of 
$14,500. 

Cathedral City Water Company is 
engaged in the business of supplying 
water for commercial and domestic use 
in the service area known as Cathedral 
City. For 1939 it reports operating 
revenues of $3,502.70. As of Decem- 


ber 31, 1939, applicant’s assets and lia- 
bilities are reported as folows: 


Assets and Other Debits 


Fixed capital 
Cash 
Accounts receivable 


Deficit 10,354.02 


Total assets and other debits .. $28,412.98 


Liabilities and Other Credits 


Capital stock $10,000.00 
Notes payable 14,500.00 
Accounts payable 39.54 
Taxes accrued 212.81 
Reserve for accrued depreciation... 3,660.63 


Total liabilities and other 
credits $28,412.98 
It is of record that Cathedral City 
Development Company has, from time 
to time, advanced funds to applicant to 
enable it to extend and improve its 


water properties. As these advances 
were made applicant issued to Cathe. 
dral City Development Company its 6 
per cent demand notes. A demand 
note for $5,000 was issued on June 
24, 1937, a demand note for $6,500 on 
January 1, 1938, a demand note for 
$1,000 on March 11, 1938, and a de- 
mand note of $2,000 on April 18 
1938. All of said demand notes are 
outstanding. To pay them applicant 
proposes to issue to Cathedral City 
Development Company a 6 per cent 
note or notes for the face value of $14- 
500 maturing five years after date of 
issue. 

In our opinion there is no question 
about the validity of the demand notes. 
Their issue need not be authorized by 
the Commission. Were such author- 
ization necessary we would not have 
permitted their issue, because the face 
amount of such notes exceeds the net 
investment in applicant’s fixed capital. 
The face amount of the note or notes 
which applicant now desires to issue is 
likewise in excess of its net investment 
in fixed capital. In our opinion this 
application should be denied without 
prejudice. If applicant desires author- 
ity to refund a part of the demand 
notes it may file a new application. 
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NATIONAL DEFENSE NEEDS MORE 
THAN “ELBOW GREASE!” 


Industrial lubrication, as exempli- 
fied by the role of Cities Service, 
plays a vital part 


Lifeblood of the factory line is the precious 
oil that keeps the wheels of industry turning 

. . Spinning ever faster and faster as tanks. 
ships, planes and trucks spring from blue- 
prints into cold steel. 


In many phases of na- 
tional defense, Cities 














Service’s industrial oils 


| 


rl 


have been called upon to help delive: max- 
imum efficiency of operation. 


We are honored by our selection, feeling 
that it indicates more plainly than words 
that we are qualified to meet the lubrication 
problems of industry. The vast experience 
of our Lubrication Engineers is available 
for consultation without cost. All you have 
to do is get in touch with us at any of the 
offices listed below. 


CITIES SERVICE OIL COMPANIES 


CITIES SERVICE OIL COMPANY 


- Chicago, New York, Cedar Rapids, 


Boston, St. Paul, Grand Forks, Kansas City, Fort Worth, Oklahoma City, Milwaukee, 


Cleveland, Detroit, Syracuse. 


CITIES SERVICE OIL COMPANY, LTD. —Toronto, Ontario. 


ARKANSAS FUEL OIL COMPANY — Shreveport, 


Little Rock, Jackson, 


Miss., Birmingham, Atlanta, Charlotte, N. C., Nashville, Richmond, Miami. 


This page is reserved under the MSA PLAN 


(Manufacturers Service Agreement) 





Industrial Progress 


Selected information about manufacturers, new prod- 
ucts, and new methods. Also news on utility expansion 
programs, personnel changes, recent and coming events. 


Northern States Power to Double 
Output of High Bridge Plant 
ie of a 50,000-kw turbine-gener- 

ator now nearing completion at the 
Schenectady Works of General Electric, and 
a duplicate unit on which construction will soon 
begin, will more than double the generating 
capacity of the Northern States Power Com- 
pany’s High Bridge Plant at St. Paul. Both 
units will be housed in a $4,000,000 addition 
being made to the plant. The two units, to- 
gether with two G-E turbine-generators al- 
ready installed, will bring the a generating 
capacity of the station to 170,000 kw. 
The two new turbine-generators are of the 
tandem-compound, double-flow type, with 


hydrogen-cooled generators. Steam conditions 
will be 850 Ib. gage, 900 F. 


1941 American Standards List 
Now Available 
1 poo American Standards Association has 
announced publication of a new list of 
American Standards for 1941. In view of the 
importance of standards and specifications not 
only for every-day work but to speed up pro- 
duction to meet defense requirements, this 
particular list of standards will be of unusual 
interest to industry. 

More than 400 American Standards are 
listed, covering definitions, technical terms, 
specifications for metals and other materials, 
methods of test for the finished product, di- 
mensions, safety provisions for use of ma- 
chinery, and methods of work. They reach 
into every important engineering field and 
serve as a basis for many municipal, state, 
and federal regulations. Six hundred manu- 
facturing, government and user groups have 
shared in the development of these standards. 

These American Standards, developed as 
they are by the industrial groups themselves 
working through the American Standards 
Association, represent the best in current 
practice. Provisions are made for their fre- 
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Disconnecting and Heavy Duty Switches 


15 Hathaway St., Boston, Mass. 











quent review in order to keep them in line 
with a changing industrial set-up. Many of 
the standards listed here were brought up to 
date within the last year. 

This List of American Standards for 194] 
will be sent free of charge to anyone inter- 
ested in the work. Requests should be ad- 
dressed to the American Standards Associ- 
ation, 29 West Thirty-ninth Street, New 
York N.Y. 


Marmon- Herrington Expands 
Engineering Drafting Room 


 agngg semen the fact that the drafting room 
is frequently the “bottle neck” in large 
scale specialized production, The Marmon- 
Herrington Company of Indianapolis, Indiana, 
builder of All-Wheel-Drive and track-laying 
vehicles, including trucks, passenger and com- 
mercial cars, and tractors for industrial and 
military services, has recently expanded and 
modernized this department of its business in 
keeping with its greatly enlarged production 
facilities. Since all of these vehicles are more 
or less “special” in design and construction, a 
large and efficient engineering department is 
necessary. 

The new engineering and drafting depart- 
ment occupies the entire newly constructed 
third floor in the company’s administration 
building and was installed under the personal 
direction of Mr. A. W. Herrington, Marmon- 
Herrington’s president and chief engineer. Mr. 
R. C. Wallace, assistant chief engineer, is in 
direct charge of the department. 


Florence Stove Aids Dealers 


ECENTLY, the Florence Stove Company, 

Gardner, Mass., presented to its dealers, in 
a well-illustrated portfolio, the entire cam- 
paign covering the company’s increased pro- 
motion for Florence Ranges during the pres- 
ent season. 

The company is currently distributing this 
new promotional and display material to its 
dealers, offering vigorous backing to their in- 
dividual selling efforts. 

New illustrated consumer folders have been 
prepared for the oil, gas, and bottled gas range 
lines, and are furnished without charge to the 
dealers for mailings to their own customer 
lists, for use on their sales floors and for sales- 
men’s calls 

Special display cut-out cards for each range 
line, special name cards, cards showing pre- 
pared foods, and a cut-out of the familiar 
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Florence trademark girl and slogan are also 
being supplied together with crepe paper for 
special decoration of windows or sales floors. 

For use on the sales floor, the company is 
distributing new editions of its usual wall 
hangers, which show the range features in full 
enlarged detail. 

All material is supplied to Florence dealers 
without charge, and the company urges its 
dealers to make liberal use of all of it in their 
local campaigns. 


Dorex Odor Adsorbers Cut 
Air Conditioning Costs 


UBSTANTIAL reduction in air conditioning 

costs through scientific odor control is 
claimed for Dorex Odor Adsorbers manufac- 
tured by the Dorex Division, W. B. Connor 
Engineering Corp., 114 East 32nd Street, New 
York, New York. 


Section of air duct showing assembly 
of Borex Activated Carbon canisters. 


Dorex Odor Adsorbers, when applied to the 
recirculated air, permit a reduction in the out- 
door air supply to 3 to 5 cubic feet per minute 
per occupant (more than ample for oxygen 
requirements) and thereby provide air condi- 
tioning comforts at considerably reduced air 
conditioning costs. 

Savings afforded by Dorex equipment are 
frequently as high as $160.00 per year for 
each thousand cubic feet reduction in outside 
air, or over 100 per cent annual return on the 
cost of the Dorex installation. Dorex Odor 
Adsorbers may be applied to existing as well as 
new air conditioning systems. 

Dorex Odor Adsorbers are the commercial 
application of the gas mask principle. Employ- 
ing specially processed, highly activated Dorex 
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coconut shell carbon, they adsorb, or, more 
simply extract and hold odorous gases and 
vapors in a condensed state. Upon saturation 
the carbon may be economically reactivated 
and reused. 


165 Diesel-Electric Buses 
Ordered by N. J. Utility 


uBLIC Service Co-ordinated Transport, of 
New Jersey, the world’s first Diesel-electric 
bus fleet operator, is obtaining 165 more such 
buses, increasing its total purchases to 1867 
electric-drive buses (not including several 
hundred all-service vehicles), with more than 
500 of them Diesel-electrics in four years. 
Of the 125 Diesel-electric buses to be built 
by the General Motors Truck and Coach Cor- 
poration, 109 of them will have 25-passenger 
capacity, and 16 of them 40-passenger capac- 
ity. All of the smaller ones will have General 
Electric drive and holding brakes; all the 
larger ones G-E drive and service brakes, 


New Standardized Line of 
Distribution Transformers 


F gy tie agai Mfg. Company,  Pitts- 
burgh Works, announces a new line of 
Distribution Transformers in accordance with 
the first report of the joint EEI-NEMA Com- 
mittee on Standardization. Designed for di- 
rect pole-mounting, the new transformers elim- 
inate extra accessories, and the standard bush- 
ing and hanger arrangements allow inter- 
changing of all makes and all ratings. It is 
expected that this simplification and standard- 
ization will result in savings in cost because 
special units will not have to be stocked and 
installation will be easier and neater. The new 
transformers are now available in sizes from 
14 kva to 25 kva, up to and including the 15,000 
volt class in standard voltages. 

Features include a simplified hanger lug for 
ease and security of mounting, standard loca- 
tion and size of grounding pad and bushings, 
simplification of voltage ratings and tap ar- 
rangements (tap changers being supplied with 
all tapped transformers). The company’s high 
standards of manufacture are maintained. 
Copper-bearing steel tanks are Spra-bonder- 
ized and tested under pressure to prevent rust- 
ing and leakage. Impregnated core and coil 
construction with extra insulation gives high 
resistance to current surges. For complete in- 
formation, write the manufacturer for Bulletin 
B-6159. 


New Type J2 Master-Light 


A NEW Type J2 Master-Light is announced 
by the Carpenter Manufacturing Co., 
Cambridge, Mass. 
hand unit uses No. 6 or telephone-type dry 


This highpower portable 


cells, encased, in aluminum castings with a 
polished aluminum handle, a _ rubber lens 
sia a 5 in. reflector of the highest quality, 
and powerful bulb. The light has a toggle 
switch, focusing device and a bracket suitable 
for mounting on walls or cars. The light 
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anual Initiated by Robertshaw, 


and carried on eagerly by America’s most influential kitchen group! 
abig step forward 
in Robertshaw has pioneered again, created a complete Educational 


HEAT CONTROL! Service which enables home economics teachers, home demon- 


omplete control of stration agents and home service directors to portray graphically 
both fuel and temper- 
ture in one dial! One 
motion turns the gas Already, right at the start, over 7000 home economists have 


pr electricity on, dials s - ? : 
a y sma Sree PR swung into action—and more are enrolling every day. Their knowl- 


the importance of measured heat in cooking. 


motion turns the oven edge and enthusiasm will inspire homemakers everywhere, will 
uel supply off, re- 
urns setting to zero. 


Provided only by ranges—Robertshaw-equipped. 
Robertshaw 
ROBERTSHAW THERMOSTAT COMPANY, Youngwood, Pz 


give a great stimulus to the ever-increasing demand for better 
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projects a powerful and high quality beam 
of light of unusual width. 

This new light is offered by the manufac- 
turer as an improvement over all similar lights 
and is also intended to replace the old models 
now used by the Navy and on ship-board. It is 
especially suitable for fire departments and 
emergency lighting purposes. Height 10 in., 
reflector 5 in., weight 10 Ibs. with battery. 


A New “De-ion” Enclosed 
Circuit Breaker 


NEW “De-ion’ enclosed circuit breaker de- 
A signed for protection of all types of light 
and power circuits is announced by Westing- 
house Electric & Manufacturing Company, 
East Pittsburgh. This new type AB-1 breaker 
is made in four frame sizes, including ratings 


} 


Sheet Steel Resisting (NEMA type 1A) 
100 amp., 3-Pole, 600-volt a-c. 


from 15 to 600 amperes in steps corresponding 
to commercial wire sizes. All are available with 
voltage ratings from 250 volts a-c, 125/250 
volts d-c to 600 volts a-c, 250 volts d-c. 

Distinctive features common to all frame 
sizes are: silver contacts operated by a toggle 
mechanism to provide a quick “make” or 
“break” action; bimetal thermal elements to 
prevent tripping due to harmless overloads; 
rust and corrosion resisting metal parts; and 
the “de-ion” method of arc quenching. This 
feature confines, divides, and extinguishes the 
arc almost instantly as the contacts open, pro- 
viding long contact life reducing the fire haz- 
ard. 





70 MASTER-LIGHTS 
® Electric Portable Hand Lights. 
® Repair Car Spot and Searchlights. 
© Emergency (Battery) Floodlights. 
CARPENTER MFG. CO. 


179 Sidney St., Cambridge, Mass. 
MASTER-LIGHT MAKERS 








Enclosed in a water and dust tight sheet 
steel case, the breaker requires a mounting 
space 40 per cent less than for conventional 
fused safety switches of the same ratings, 
Operating handle is on the front, thus per. 
mitting close banking. 

A complete line of these breakers is avail. 
able for hazardous locations classified by the 
National Electrical Code and by Underwriters 
Laboratories, as Class I, Group D and Clas; 
II, Group G. 


New Truck Tire Design 
Conserves Rubber 


| fie the combined needs of national de. 
fense and increased trucking activity re- 
sulting in peak demand for truck tires, the B, 
F. Goodrich Co. announces a new tire de- 
signed to conserve rubber supplies by pro- 
ducing more mileage per pound of rubber. 

This new tire, known as the Speedliner Sil- 
vertown, gives 25 per cent more mileage than 
any other regularly-priced truck tire the com- 
pany has ever made, according to James J. 
Newman, vice president in charge of tire 
sales. 

The announcement of the new tire came as 
the company reported, that 1941 truck tire 
sales, on the basis of expected demand will 
be the highest in history, even exceeding last 
year’s sales peak. Truck tires, it was pointed 
out, are vital in national defense for the oper- 
ation of military trucks, scout cars, and ar- 
mored units. 


Time Recorder Added 
To I. B. M. Line 


een. Business Machines Corpo- 
ration recently announced the addition to 
its line of products of a new time recorder, 
designed specifically for the needs of small 
offices, retail stores, small shops and other or- 
ganizations having a limited number of em- 
ployees. It is offered with two card racks and 
a supply of record cards. 

The new recorder is small and compact, 
and provides legibly printed, accurate time 
records which are adequate to meet today’s 
accounting requirements created by the stress 
of the present production program and to 
supply dependable evidence to eliminate the 
payroll-time controversies, which arise when 
time records are kept by hand, the announce- 
ment stated. 


G-E Distributing Branch 
Set up in New York City 


N order to handle more adequately and elfi- 
I ciently the special distribution problems 
which are peculiar to certain products in the 
Metropolitan New York area, the General 


Electric Company has established a_ new 
Metropolitan Distributing Branch, with head- 
quarters in the General Electric Building, 570 
Lexington Avenue, New York City. As an- 
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CIRCULAR COILS 

. the same as in Pennsylvania Power 
transformers . . balanced against short 
circuit stresses. 


4 


SAFE, PLIABLE INSULATION 


Open type coil construction permits im- 
pregnation in varnish at low temperature 
(105°C) assuring safe, pliable insulation. 


SURGE RESISTANCE 


Transformer insulation is properly co- 
ordinated with flash-over of bushings, 
thus providing necessary surge-resisting 
qualities. 


STURDY TANK CONSTRUCTION 
Copper-bearing steel plate tanks with rein- 
forced curled top and lock-seam-weld bot- 
tom to protect against moisture and rust. C 

HECK them int for int 
EXTERNALLY BOLTED BUSHINGS Pantie ay Rita oe 
This method of attaching bushings pro- = ¥ - " = ome 
vides maximum accessibility and elimi- mental improvements of construc- 
nates necessity for handling tools inside tion that distinguish Pennsylvania 
of transformer. Distribution Transformers, in de- 
OVERLOAD CAPACITY sign and in performance. Listed at 


Low temperature gradient between copper the left are but a few of many 
and oil, due to open-type coil, permits 


. Pennsylvania advantages which so 
heavy overloads with safety! 


assuredly mean longer life, reduced 
upkeep and dependability under 
severest operating demands. 
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Get the facts before placing your 1941 contract .. . let 
us demonstrate to you what Pennsylvania engineering 
means in economy and efficiency. 


TRANSFORMER COMPANY 


1701 ISLAND AVENUE, N. S., PITTSBURGH, PA. 
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nounced by H. L. Andrews, vice president, 
the new branch will distribute at wholesale, 
G-E automatic heating equipment, room cool- 
ers, self-contained store coolers, and air circu- 
lators—products of the company’s air condi- 
tioning and commercial refrigeration depart- 
ment at Bloomfield, N. J..—as well as radio 
and television receivers and tubes and vacuum 
cleaners—products of the radio and television 
and of the appliance and merchandise depart- 
ments, of Bridgeport, Conn. 

Earle Poorman, who has been district man- 

ager of appliance sales for General Electric in 
New York since 1931, has been appointed 
manager of the metropolitan distributing 
branch. He will continue as district appliance 
sales manager, in addition to his new responsi- 
bilities. A. E. Pierce has been appointed sales 
manager for heating and airconditioning. 
W. May has been named sales manager for 
radio and vacuum cleaners and P. L. Griffin 
has been appointed operating manager of the 
branch. 


New Fire Extinguisher 
‘“Tamper-Telltale” 


1. national need for uninterrupted pro- 
duction demands that fire extinguishers 
be kept ready for emergency use. They must 
not be tampered with. After use, they must 
not be returned empty to their brackets. They 
should, be inspected often. 

To facilitate frequent inspection and to tell 
at a glance whether pump type extinguishers 


have been tampered with or used, Pyrene 
Gardeseals are now introduced by the Pyrene 
Manufacturing Company, Newark, N. J. These 
Gardeéseals are bright red, trademarked, visual 
signals or handle seals that are destroyed the 
moment an extinguisher is taken from its 
bracket. Gardeseals, easily applied by soaking 
in water and placing over handle and bracket, 
shrink to a tight seal in an hour. Packed 25 
seals to a carton. 


Dorex Odor Absorbers 
Described in Catalog 


ULLETIN No. 111, issued by W. B. Connor 

Engineering Corporation, 114 E. 32nd St., 
New York City, describes Dorex Odor Ab- 
sorbers and contains engineering data of in- 
formation to anyone interested in modern air- 
conditioning. It also tells what savings positive 
scientific “odor-control” contribute to central 
heating and cooling systems. 


10” Oscillating Fan for 
Home and Office Use 


SAFE, high-breeze-power 10” oscillating 
A type ’ fan—instantly convertible into a walj 
fan without tools or without removing any 
parts—is announced by the Samson United 
Corp., Rochester, N. Y. The oscillating mecha- 
nism is completely enclosed and the turn of a 
knob starts or stops the oscillating movement, 


The safe, flexible rubber blades, which have 
color molded in—not painted—are guaranteed 
for five years of normal use against tearing, 

This fan, known as No. 1042 Safe-Flex, 
provides powerful air circulation for larger 
rooms and offices with no screen or guard to 
impede flow of air or to produce hum or 
whirr. 

Modernly streamlined w ith a baked wrinkle 
finish, No. 1042 Safe-Flex is further claimed 
by the manufacturer to be economical in cost 
and operation, non-radio interfering and self- 
lubricating. Priced at $12.95, No. 1042 is 
guaranteed for one year and is Underwriters 
Listed. 


¥ 


Manufacturers’ Notes 


L. H. Hill Promoted by Allis-Chalmers 


Max W. Babb, president of Allis-Chalmers 
Manufacturing Company, announced recently 
the appointment of Lee H. Hill, widely known 
transformer engineer, as assistant manager of 
the company’s Electrical Department. 

Mr. Hill has been head of the company’s 
Transformer Department since 1936, and will 
now assume, among other duties, general 
supervision of the Electrical Department's 
sales promotional activities, with particular 
reference to developing public utility business. 


Dodge Appointments 

Appointment of E. J. McPhee as general 
superintendent of the Dodge Truck nh a 
Chrysler Corporation, is announced by R 
Dragsdorf, plant manager. Mr. McPhee “has 
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Manufacturers’ Notes (cont'd) 


been superintendent of assembly since produc- 
tion of Dodge trucks was started in the new 
Mound Road plant in September, 1938. He 
was one of a group of manufacturing officials 
who helped map production processes and lay 
out the Dodge Truck plant. 

J. R. Ackerman has been appointed director 
of merchandising and advertising, Dodge 
Division, Chrysler Corporation, according to 
an announcement by E. J. Poag, assistant gen- 
eral sales manager. Mr. Ackerman has been 
associated with Dodge for several years, form- 
erly as a field manager and, until his present 
appointment, as assistant director of truck 
merchandising at the factory in Detroit. 


Meter Co. Executive on Latin Trade Tour 

Mr. W. F. Rockwell, Jr., vice president of 
the Pittsburgh Equitable Meter Co., Pitts- 
burgh, Pa., is representing his company on an 
“industrial exploration tour” of six South 
American countries, March 17th to April 30th, 
under the sponsorship of the National Re- 
search Council in codperation with the Inter- 
American Development Commission in Wash- 
ington. He is a member of a party of 28 key 
industrial, banking and research executives 
which will tour Columbia, Peru, Chile, Argen- 
tina, Uruguay and Brazil, and will submit a 
report on industrialization possibilities to the 
Department of Commerce, the Inter-American 
Development Commission, and other inter- 
ested government departments and agencies on 
its return. The trip is being made entirely by 
air in a chartered plane of Pan American Air- 
ways. 


¥ 


Equipment Literature 


High Voltage Pin-Type Insulators 


Pin-type insulators for power transmission 
service are described in a new eight-page leaf- 
let announced by Westinghouse Electric and 
Manufacturing Company. 

Radio interference proof insulators with 
ratings between 95 and 200 kv are discussed. 
Multipart, one piece, and bullet resistant de- 
signs are described with a note on pin hole 
and post type units. 

Flashover voltage, arcing distance, and other 
data are tabulated. Physical dimensions are 
shown by cutaway sketches. 

A copy of descriptive data 39-180 may be 
secured from department 7-N-20, Westing- 
house Electric and Manufacturing Company, 
Fast Pittsburgh, Pennsylvania. 


Link-Belt Speeder Shovel, Crane Catalog 


A new 16-page illustrated catalog No. 1885, 
has been completed by Link-Belt Speeder 
Corporation, Chicago, on its 2 to 3 cu. yd. 
Speed-o- Matic Series “500” shovels, draglines, 
cranes. 

Welded unit construction; interchangeable 


crawler side frames; self-guiding non-clogging 
treads; self-aligning rotating rollers and cen. 
ter pin bearing; high ground-clearance; and the 
greater capacity, ease and speed of handling 
resulting from the machine’s hydraulic power 
control—are among the features pointed out, 

Seven pages are devoted to dimensions, 
clearance diagrams, working ranges, lifting 
capacities, and brief specifications. 

A copy of the new book may be had by 
writing to Link-Belt Speeder Corporation, 30] 
W. Pershing Road, Chicago. 


Hancock Valve Catalog 


The Hancock Valve Division of Manning, 
Maxwell & Moore, Inc.,- Bridgeport, Connecti- 
cut, announce the publication of a new 8-page 
illustrated bulletin featuring Hancock Super- 
finished ‘500 Brinell” Bronze Valves. 

This new bulletin describes the application 
of the Superfinish operation (developed origi- 
nally in the automobile industry) to the manu- 
facture of bronze valves. The makers claim 
that under repeated tests the Superfinishing of 
of the “500 Brinell” stainless steel seats and 
discs of Hancock Valves increases their wear- 
ing quality twelvefold. 

This bulletin goes on to describe the recent- 
ly developed Hancodur stems and bonnets used 
in these new Hancock Valves. The manufac- 
turer states that this new self-lubricating alloy 
has stepped-up stem and bonnet wear six times 
—_ than other stems and bonnets previously 
used. 

A copy of this new bulletin may be obtained 
by writing to the manufacturer. 


Metal-clad Switchgear 


Heavy duty metal-clad switchgear for use in 
steel mills, industrial plants, substations, etc, 
is described in a 15-page bulletin announced by 
Westinghouse Electric and Manufacturing 
Company. These units are rated at 600, 1200, 
2000, and 3000 amperes for service up to 15000 
volts with interrupting capacities between 1000 
and 500,000 kva. 

General information and distinctive features 
common to all units are discussed. Both in- 
door and outdoor types are completely de- 
scribed, attention being given to housing, con- 
trol devices, elevating mechanism and oil cir- 
cuit breakers. Photographs and diagrams are 
used to illustrate the text. Ratings and physical 
dimensions are tabulated. 

A list of information to be furnished with 
specifications facilitates ordering. 

A copy of descriptive data 32-160 may be 
secured from department 7-N-20, Westing- 
house Electric and Manufacturing Company, 
East Pittsburgh, Pennsylvania. 


Circuit Breaker Standards 


The proposed new standards on circuit 
breakers which have been approved by the 
American Standards Association’s Sectional 
Committee on Power Switchgear for a year 0 
trial have been published in one document 
available from the Association, 29 West 39th 
St., New York, N. Y., at 60 cents per copy. 
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STATE AND FEDERAL 


REGULATION 
OF 


PUBLIC UTILITIES 


Now Available 


A Volume Containing the Entire 1940 Convention Proceedings 
of the 


NATIONAL ASSOCIATION OF 
RAILROAD AND UTILITIES COMMISSIONERS 


$6.00 


Including round-table discussions and reports on the following subjects: 


Utility Regulation and National Defense—Coordination of Federal and 
State Regulation of Motor Carriers—Methods of Shortening Rate 
Cases and Costs Thereof—Telephone Regulation—Financing 
the Utility Property Account—Valuation—Uniform Motor 
Freight and Rail Classification 
These and others 


COMMITTEE REPORTS SEPARATELY PRINTED AND OTHER 1940 PUBLICATIONS 

OF THE NATIONAL ASSOCIATION OF RAILROAD AND UTILITIES COMMISSIONERS 

UiGlity Restiaton and: NationaloDerense s .....ccce cece seiese ocveeces see saceeeoeemeeenaen $2.00 

Report of Committee on Corporate Finance 1.25 

Methods for Shortening Rate Cases and For Reducing the Cost Thereof 

Interpretations of Uniform System of Accounts for Electric U‘ilities, E-3 

Interpretations of Uniform System of Accounts for Gas Utilities, G-3 

Interpretations of Uniform System of Accounts for Telephone Utilities, T-2 

Interpretations of Uniform System of Accounts for Water Utilities, W-3 

Statement Relating to Original Cost and Reclassification of Utility Plant Pursuant to the 
Provisions of Uniform Systems of Accounts for Electric, Gas and Water Utilities... 1.00 

Rules Governing the Preservation of Records of Electric Utilities.................00005 J 

Report of Special Committee on Uniform Motor Freight and Railroad Classification 

Report of Special Committee on Uniform Service Company Contract 

Report of Committee on Valuation 

Report of Special Committee on Developments in Regulatory Law 

Annual Report Forms for Electric Utilities ($2) Gas Utilities ($2) Water Utilities ($2) 
Combination of two ($3) of all three ($4.50) 


(Where remittance accompanies order we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 


7413 NEW POST OFFICE BLDG. WASHINGTON. D. C. 

















Hurry Up Now! Pa’s Waiting!” 


HE kitchen stove used to feel pretty 
good on a winter’s Saturday night when 
e thermometer was down pe de: sl So 
d the heated flatiron in the foot of the 
d. But how many of us would trade the 
mfort and privacy of our modern, heated 
throoms for the cramped discomfort of 
¢ wooden tub and the sting of the home- 
pde soap? And who wants to lug out the 
ater afterward and mop up the kitchen floor? 
There are a lot more of today’s home con- 
mences that we wouldn't trade for ‘their 
unterparts of the ‘‘good old days.’’ The 
ctric washer, for instance, for the tub and 
ubbing board; the electric light for the 
ssy coal-oil lamp; the furnace for the parlor 
se-burner. 


Most of us are incomparably richer than 
the people of a generation ago—not so much 
in money, perhaps, but in the things our 
money will buy. And in most cases these are 
the products of American industry—manu- 
factured articles that have been developed by 
industry, improved, made less and less ex- 
pensive so that more millions of people can 
afford to own them. 


In almost every manufacturing improve- 
ment that has made this progress possible, 
electricity has played a vital part. And the 
scientists, engineers, and workmen of General 
Electric, who have done so much to make 
electricity more useful, are still seeking ways 
for electricity to help in the creation of 
More Goods for More People at Less Cost. 


G-E research and engineering have saved the public from ten to one hundred dollars 
for every dollar they have earned for General Electric 
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HOOSIER ENGINEERING COMPAN 


CHICAGO 46 SO. 5TH ST., COLUMBUS, OHIO NEW Yoh 


Canadian Hoosier Engineering Company, Ltd. 
ontre: 


ERECTORS OF TRANSMISSION LINE 
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ARMON-HERRINGTON 
Ml -Wheel-Drive Trucks 


ll-Wheel-Drive is the Answer to the 
tilities Line Service Problem... 


pr boring holes, setting poles, or stringing 
ire, there’s no other truck with comparable 
beed and economy that has the ability of a 
armon-Herrington All-W heel-Driveconverted 
brd. On good roads they operate with speed 
hd economy, and with far less tendency to 
id. Of the highway, they are undaunted by 


loose dirt or sand, mud or snow. They get on 
the job in a hurry, get through, and get out 
where trucks without traction on all wheels 
would be unable to move. You can mount any 
body equipment you need on a Marmon-Her- 
rington. Save money in first cost as well as in 
operating expense with the only time-tested 
light and medium weight A/l-Wheel-Drive ve- 
hicles on the market. Write for literature. Cable 
address, MARTON. 


ARMON-HERRINGTON, Inc., Indianapolis, Ind., U.S.A. 
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Do the Big 1941 Job with Less Man-killing Effor 


Cut Your Pipe 


RIEAID 
Heavy-Duty 
Pipe Cutter 


Easier and Faster 
with the 


~ Work-Saver 


RIBEID Heavy- 
Duty Cutter Wheel 


RIBEID thin 
blade cutter wheel, 
tool steel forged 


RIEEID 


The Defense cry is for more Speed! 
You can get it and still protect your men 
—with RIZAID Pipe Tools, long 
famous as time and labor savers—like 
this remarkable cutter. 


That thin forged blade wheel rolls 
easily through pipe, with the least effort. 
Cuts clean, practically no burr. More 


and assembled in 
steel-bushed hub 


cuts per wheel, less changing, lowe) 
cost. 
easy twirling to size. 
heavy-duty models; also 4-wheel cutter 
with special handle. ; 


Cut more pipe but cut work and ex E 
pense... Buy RIZAIDs at your Suppl F 
House, today! 


THE RIDGE TOOL CO., ELYRIA, OHIO 


WORK-SAVING PIPE TOOLS 
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Powerful well-balanced frame 
Standard ani 
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MUNICIPALITIES RELY UPON 
EXIDES FOR MANY SERVICES 


LMOST as varied as the services which Exide Batter- 
ies render the railroad, manufacturing, mining, and 
utility companies, are the functions which they 

serve in municipalities all over the country. 


Above, for example, is pictured a $5,000,000 ultra 
modern water purification and pumping station recently 
erected by a large mid-western city. Exides assure opert- 
tion of the oil circuit breakers which protect its valuable 
electrical equipment. 


In many other cities Exides render a similar service in 
sewage disposal plants, and other municipal buildiags, 
while the police and fire alarm systems are safeguarded by 
Exide Batteries. 


What these dependable and economical batteries are 
doing for others, they will do for you. If your organzation 
uses storage batteries for any purpose whatsoever, remem- 
ber that the wide experience of Exide engineers covers your 
requirements, and that their services are at your command. 


THE ELECTRIC STORAGE BATTERY COMPANY 


The World’s Largest Manufacturers of Storage Batteries for 
Every Purpose 


PHILADELPHIA 


Exide Batteries of Canada, Limied, Toronto 


This page is reserved under the MSA PLAN (Manufacturers Se’vice Agreement) 
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Do you really know 
HOW TO WRITE REPORTS? 


e 





Are your technical reports always clear—coherent—complete? 
you able to express technical information and facts in such a 
that anyone reading your report knows immediately what you 


Just as in everything else, there are clear. By following these pring 
certain fundamental principles of and adopting an attitude toward wi 
order and planning and style that can reports that is based on an appry 
change a muddled and confused tech- tion of the eventual audience, yoy 
nical report into one that is crystal improve your papers immensely, 


WRITING THE TECHNICAL REPO 


By J. Raleigh Nelson 


Professor of English in the College of Engineering 
University of Michigan 


373 pages, 6 x 9, $2.50 


Step by step this authoritative book sho 
you how to simplify technical reports; 
to analyze the type of report; how to cho 
the best form and style; how to organize th 
material; how to use figures, tables and 1 
notations. A book for everyone who realix 
how improved reports can eliminate mi 
derstanding, save time in explanations, d 
onstrate the writer’s knowledge and ability 
and create favorable impressions on « 
ployers. 


of the introduction 
f attenti® reports 


Je of the report 


S1Gh sanenc 


suggestions 


exampl es 


The complete guide 
to report writing 


Send check, money-order or cash to 


PUBLIC UTILITIES FORTNIGHTLY 


MUNSEY BiDG., WASHINGTON, D. C. 
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Only a welder 
can make @ seal 
as tight a5 © 





Keep cess Down with 
NORDSTROM LUBRICATED VALVES 


MERCO NORDSTROM VALVE CO. 

cA Subsidiary of PITTSBURGH EQUITABLE METER CO. 
WORLD'S LARGEST MANUFACTURERS OF LUBRICATED PLUG VALVES; GASOLINE, OIL & GREASE METERS 
Misatkers Main Offices: 400 Lexington Ave., PITTSBURGH, PENNA. 


New York City, Buffalo, Philadelphia, Columbia, Memphis, Chicago, Kansas City, Des Moines, Tulsa, Houston, Los Angeles, Oakland. 
Canadian Licensees: Peacock Bros., Ltd., Montreal. European Licensees: Audley Engineering Co., Ltd., Newport, Shropshire, England. 


Nordstrom Plug Valves * Nordstrom Air, Curb and Meter Cocks * Nordstrom Valve Lubricants ¢ 
® EMCO Gas Meters * EMCO-McGaughy Integrators * EMCO Regulators * Pittsburgh Meters for 


« Gasoline, Grease, Oil, Water and other Liquids * Raybould Couplings *¢ Stupakoff Bottom Hole Gauges 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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200,000 Products Grandpa Never Had 


Four SMELLS and commotions— 
that, to most of us, is a good summary 
of the mystic fields of Chemistry and 
Physics. Their lingo— phenol, butyl 
alcohol, trinitrotoluol, isopropyl spir- 
its—is something to use in cross-word 
puzzles. 


We let the practitioners of the mod- 
ern Black Arts cheerfully alone, know- 
ing in due time that it will all make 
sense. The day invariably comes when 
we get a new radio tube, a new medi- 
cine, clothing of glass, hats made of 
milk, cold light, air-conditioned rooms 
—all the every day products which to 
grandfather would have been 200,000 
miracles.* 

The only tragedy is that we take so much 
for granted. We are all quite sure that 
our grandchildren will see 200,000 more 
miracles. 

But that’s not necessarily true. These mir- 
acles of the past and those of the future come 
from a happy combination of “foul smells 


and commotions” with a peculiarly Ameri- 
can miracle—the American Free Enterprise 
System. 


The miracles of America don’t come from 
the marble halls of the District of Columbia. 
They happen in the brains and spirits of free 
men working together. 


When you hear men say we need more 
laws, more restrictions, more dictocracy, you 
are listening to men who have lost faith in 
America. They will stop the miracles to 
come, as their way of thinking would have 
stopped the 200,000 grandpa never saw. 

So listen instead to those who want Amer- 
ica to go ahead. Business is for more things 
for more people. So What Helps Business 
Helps Us All. 

*Write for ‘The Case for Industrial Chemistry” 
enclosing 10 cents to cover costs. 


This message is published by 


NATION’S BUSINESS 


It is the 46th of a series contributed toward a 
better understanding of the American system 
of free enterprise. If you'd like to express 
your views on the American Way why not 
write to your Congressman or Senator? 








WANITIN. 
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Your business form requirements are more than 
met by the variety of quality forms manufactured 
by Egry. Continuous Forms with or without inter- 
leaved one-time carbons; Allset and Foldover indi- 
vidual unit sets; padded and special forms... 
engineered to your individual requirements ... a 
complete form system to expedite the writing of all 
initial records. 

A request will bring a special prepared brochure 
containing samples of Egry forms now in use by 
utilities. Address Department F-410. 





The EGRY REGISTER Company 
Dayton, Ohio 
SALES AGENCIES IN ALL PRINCIPAL CITIES 


The Egry Register Ce., (Canada) Ltd. King & Dufferin Sts.. Toronto, Ontario, Canada 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, account- 
ants, rate experts, consultants and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design and construction. 














DAY & ZIMMERMANN, INC. 
ENGINEERS 
PHILADELPHIA CHICAGO 


PACKARD BUILDING 








oesiox FOND, Bacon s Davis, nc. nave case 


CONSTRUCTION Enai APPRAISALS 
OPERATING COSTS ngmneets INTANGIBLES 
VALUATIONS AND REPORTS 


NEW YORK PHILADELPHIA WASHINGTON CLEVELAND CHICAGO 








J. H. MANNING & COMPANY 


120 Broadway Field Building 
New York ENGINEERS Chicago 
Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 
Public Utility Affairs including Integration 








SANDERSON & PORTER 
ENGINEERS AND CONTRACTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
Chicago New York San Francisco 











Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
OUtilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 





Mention the FortNIGHTLY—/t tdentifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 
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STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS +» EXAMINATIONS * APPRAISALS 
CONSULTING ENGINEERING 


BOSTON « NEW YORK ¢ CHICAGO e PITTSBURGH ¢ SAN FRANCISCO ¢ LOS ANGELES 








BARKER & WHEELER, Engineers 
Il Park Place, New York City. 
36 State St., Albany, N. Y. 


Designs and Construction—Operating Betterments— 
Appraisals, Rates—Office Systems 

Twenty Years Special Ezperience in Development of 
Original Costs, Restoration of Capital Accounts, Installa- 
tion of Perpetual Property-Record Systems, and Special 
Problems of Municipal and Other Non-Centralized Proper- 
ties. 


Francis S. HABERLY 
ENGINEER 


Appraisals—Property Accounting Reports 
—Cost Trends 


122 SOUTH MICHIGAN AVENUE, CHICAGO 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and re- 
ports, design and supervision of cen- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


PUBLIC UTILITY 
VALUATIONS AND REPORTS 


910 Electric Building Indianapolis, Ind. 


JENSEN, BOWEN & FARRELL 


Engineers 


Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 








E. J. CHENEY AND CO. 


Engineers and Consultants 


61 BROADWAY NEW YORK 


SLOAN & COOK 
CONSULTING ENGINEERS 


120 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals—Original Cost Studies 
Depreciation, Financial, and Other Investigations 








ROBERT E. FOLEY 


Erecting Engineer 


Telephone Lines—Rural Lines—Fire Alarms— 
Transmission Lines 


48 Griswold St. Binghamton, N. Y. 











J. W. WOPAT 


Consulting Engineer 
Construction Supervision 


Appraisals—Financial 
Rate Investigations 


1510 Lincoln Bank Tower Fort Wayne, Indiana 
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INDEX TO ADVERTISERS 


— Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 
American Appraisal Company, The .... 
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*Babcock & Wilcox Co., The 

Barber Gas Burner Company, The ... 

Barker & Wheeler, Engineers 

Black & Veatch, Consulting Engineers 

Burroughs Adding Machine Co. ................:.::0-:0000 13 
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Carpenter Manufacturing Company .... 40 
Carter, Earl L., Consulting Engineer oa 
Cheney, E. J. and Co., Engineers eee 


Chevrolet Motor Division of General Motor 

Sales Corp. 
Cities Service Petroleum Products 35 
Cleveland Trencher Company, The 3a 
Combustion Engineering Company, Ince. ........ 16-17 
Connelly Iron Sponge & Governor Co. ................ 5 
Construction Machinery C y 2s 


Crescent Insulated Wire & Cable Co., Inc. 30 
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Davey Tree Expert Company 

Day & Zimmermann, Inc., Engineers 
Dicke Tool Company, Inc. 
Dodge Division of Chrysler Corp. 
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Egry Register Company, The 

*Ehret Magnesia Manufacturing Co. .................. 
Electric Storage Battery Company, The 
Electrical Testing Laboratories 

Elliott Company 
*Ethyl Gasoline Corporation 
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Foley, Robert E., Erecting Engineer 
Ford, Bacon & Davis, Inc., Engineers ... 
Ford Motor Company 

Forest City Foundries Company, The 
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General Electric Company .. 
Graver Tank & Mfg. Co., Ime. ......2.......sscceccsseeseeeee 
Grinnell Company, Inc. 
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Haberly, Francis S., Engineer 57 
Hoosier Engineering Company 48 
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International Harvester Company, Ine. ................ 27 
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*Fortnightly advertisers not in this issue. 
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Jackson & Moreland, Engineers 
Jensen, Bowen & Farrell, Engineers .. 
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Kerite Insulated Wire & Cable Co., Inc., The... 4 
Kinnear Manufacturing Company, The ........... 
*Koehler Manufacturing Co. 


M 


Manning, J. H. & Company, Engineers ............ 6 
Marmon-Herrington Co., Ume.  -.........:..-:cccsecese 

Martens & Stormoen 
Merco Nordstrom Valve Company ... 
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National Association of Railroad & Utilities 
Cc issi rs 





Nation’s Business 
Neptune Meter Company 
Newport News Shipbuilding & Dry Dock Com- 

pany 
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Pennsylvania Transformer Company ... 
Pittsburgh Equitable Meter Company . 
Pittsburgh Plate Glass C r y 
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Railway & Industrial Engineering Company ... 

Recording & Statistical Corp. ....IInside Back Cover 
Remington Rand, Inc. : 
Ridge Tool Company, The 
Riley Stoker Corporation 
Robertshaw Thermostat Company 
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Sanderson & Porter, Engineers 

Sangamo Electric Company .... 

Sargent & Lundy, Engineers - 2 
Silex Company, The 

Sloan & Cook, Consulting Engineers 

Sprague Meter C pany, The 

Stone & Webster Engineering Corporation 











Vv 
Vulcan Soot Blower Corp. ..................----:--eeene" 
w 
Westinghouse Electric & Mfg. Co. 
Outside Back Covel 
Wiegand, Edwin L., Company 
Wopat, J. W., Consulting Engineer .... 


56 


























Customer Usage Data 
© At Lower Cost ein Less Time 
eWith Greater Accuracy 








THE ONE-STEP METHOD 


eee 


OF BILL ANALYSIS 


R @ § Bill Freq y Analyzer: developed for our Utility Rate Service. 
The kw.-hrs. billed are entered on the adding machine keyboard. A tape is 
prepared of all items and a ption total lated which serves as @ 
control, At the same time—through this single operation—the bill count for 


each kw.-hr. step is made by the electrically controlled accumulating registers. 




















@ A continuance of frequent rate changes—the necessity of checking load-building 
activities—the pressing need for current data on customer usage—are but a few of 
the reasons many Companies are using R & S ONE-STEP METHOD to analyze and 
compile information required for scientific rate making. They have not only reduced 
the costs on this work to an average of one-fifth of a cent per item, but have obtained 
monthly or annual bill-frequency tables in a few days instead of weeks and months. 





© Write for your copy of "The One-Step Method of Bill Analysis," an interesting 
booklet which describes briefly how these savings are accomplished. 


Recording & Statistical Corporation 
Utilities Division 


102 Maiden Lane, New York, N. Y. 
Boston Chieage Detrolt Montreal 
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fy OF INDUSTRIAL LOM 


B.: MACHINIY “FRAMES | fg 
bolted together or Cast inte 
can now. be welded with We 
house . Portable FlexAre W 
This opens another field of ay 
tion in @ wide range of may 
turing. Yet it is only one ing 
series of Westinghouse welding 
velopments which ¢reate new sq 
for users and new loads for @ 
stations. 


In. other applications as 
Westinghouse is continually fi 
new uses for electrical equipme 
help your customers profit frot 
use of electricity and add new 
to your lines. 


4Letj,, 
» Ih the D "ities i 
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WESTINGHOUSE ELECTRIC & MANUFACTURING COMPANY, BAST PITTSBURGH, 


Westinghouse 


PARTNER E NTRAL STATION INDUST 





